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Delivery Copies, 
Tags, Labels, 
Bills of Lading 


Billing, 
Ledger and 
Collection 
Copies . 


Unit Analysis 
Slips for Stock 
and Inventory 
Control and 
Simple, Low- 
cost Sales 
Analysis . 


and All Neces- 
sary Back-order 
Copies for Two or 
More Shipments. 


You've heard only half the story when users 
say, “Our DITTO" One-Writing Order- 
Billing System costs us nothing.” 

True, this system gets more done with less 
salaried time. True, it speeds and smooths 
routines. But more than that it hurries col- 
lections, it cuts out fluster and error, it pleases 
customers, it gets everything done right the 
first time—makes life better for everybody. 


Fits Your Present Routines 


The diagram at left outlines the principle of 
the system. But, as many thousands of users 
know, the DITTO idea of mechanizing a 
basically mechanical routine adapts readily 
to any company’s present methods. Too, 
this system interlocks with other DITTO 
One-Writing Systems for the more efficient 
handling of such routines as Payroll, Pur- 
chasing, Production and the like. 

MAIL THE COUPON. You'll find the DITTO 
Idea Folder mighty interesting. Or, ask to 
have a DITTO Systems Engineer show you 
the way out of high costs and business pres- 
sure. Just check the coupon. 


GET THIS 


IDEA FOLDER! , 
MAIL COUPON NOW! 


DITTO, Incorporated, 643 So. Oakley Blvd., Chicago 12, Ill. 


Gentlemen: At no cost or obligation to me please send me your 
Idea Folder on DITTO One-Writing Order-Billing. 

Also send me data on systems for 

Payroll Purchasing Production 


Name & Title 
Company 
Address 


City County State 
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progress 


in 


accounting 


training 


IAS FOR 
POSTGRADUATE TRAINING 


NE or more college degrees frequently are noted among the 
listed qualifications of IAS enrollees. During the past two 
years* 3,051 men and women who had graduated from college or 


university enrolled for IAS training 


During the same period several thousand others whose college or 
university programs had been interrupted prior to graduation also 


enrolled. 


IAS, of course, is not in competition with colleges or universities. 
Operating in the field of adult education, its function is to provide 
complete technical training in accounting and allied subjects, as well 
as refresher or advanced courses to those with previous accounting 
training. Also, in these complex times many with excellent educa- 
tional backgrounds in the arts or sciences discover a need for 


professional training in accounting 


Throughout the country many university instructors in accounting 
make it a point to suggest IAS when they are asked to recommend 
a good home-study school. As we observe our 50th Anniversary, 
it is only proper that we express our grateful appreciation for their 


fine co-operation. 


The IAS Continuous Revision Plan keeps IAS loose-leaf study 
pamphlets up to date. An elective plan enables the student to con- 
centrate his study efforts on those subjects that are a matter of 
practical concern in his work. Through home study, college gradu- 
ates and others in need of refresher courses or additional advanced 
training can add to their technical backgrounds by making con- 


structive use of their spare time. 
*May, 1951, through April, 1953. 


The special 50th Anniversary Edition of the school's 
catalogue will be sent free upon your request. Just 


send a postcard or letter to IAS at the address below. 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
Al Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD ¢ CHICAGO 6, ILLINOIS 





In your offices... 
for statistical work 
that we can do 
for you in ours tor, 


A. statistical department costs a 


bag of money to run these days. 


Further, you're probably paying a 
lot more for your statistical or ac- 
counting tabulations than if we 
did them for you on our modern 


punched card equipment. 


You see, we will rent our statisti- 
cal department to you by the hour. 
You can have the part-time use of 
expensive machines. You pay only 


for what you get. 


Why not call us now? 


Recording & Statistical 
Corporation 


Chicago * Boston ° Detroit 
Montreal « Toronto 


100 Sixth Avenue, New York 13, N. Y 


WALTER MITCHELL, JR., Editor 
PAUL HAASE, Managing Editor 
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Electric and 
non-electric models 


The machine that gives 
instant answers — Comptometer! 


Direct Action does it. 


No presetting of dials, levers, bars. 


Automatic accuracy, too! 
Three-way Error Control is 
positive, dependable. 

Call the Comptometer 


representative. 


CoMPTOMETER ADDING-CALCULATING MACHINES are tac 
by Felt & Tarrant Manufacturing Co., and sold ex 
clusively by its Comptometer Division, 1734 N. Paulina 
St.. Chicago 22, IHinois. Offices in all principal cities 





CREDIT FOR EARNED DISCOUNTS 


Editors, THE CONTROLLER: 


In your January issue, Dr. Mautz pri 
sented an interesting article on full dis 
financial transactions. His 
statement of financing conveys an inter 
esting cost presentation, but it occurred 
to me that credit should be given for cash 
discounts carned. This would be particu 
larly appropriate when companics borrow 


closure of 


working capital on a short-term basis for 
the purpose of earning all of the cash dis 
counts that are available 


1D. H. HERSHBERGER 
Treasurer 

The Brush Beryllium Company 
Cleveland, Ohio 


Editors, THE CONTROLLER: 

In reply to Mr. Hershberger's query as 
to whether credit should be given for 
cash discounts carned in preparing a 
statement of financing as suggested in my 
recent proposal for more complete re 
porting of financial transactions, let me 
answer the question in two parts. 

First, | am entirely in agreement that 
the cash discount problem may be a matter 
of considerable financial importance. As 
such it should certainly be given attention 
in a report of this nature. In an article as 
brief as the one published in the January 
issue Of THE CONTROLLER, it is of Course 
impossible to touch on all aspects of such 
a complex problem. Although the subject 
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Depreciation and Depletion Studies 


Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


Ford, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
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of cash discounts was given some atten- 
tion in the original study, and in my opin 
ion should be included in reports of finan 
cial activities, it was excluded from the 
illustrative statements for the following 
reason which constitutes the second part 
of my reply to Mr. Hershberger’s ques 
tion. 

There is a considerable body of thought 
that sees cash discounts, not as income 
earned, but as an adjustment of the sales 
price to cover the cost of extending financ 
ing to customers. Under this theory a 
company that takes cash discounts 1s 
thereby paying penalty for the extended 
period of credit. Purchases therefore 
should be stated net of cash discounts 
offered; discounts available but not taken 
become a cost of the financing provided 
by accounts payable. 

Although I tend to accept this theory 
myself, I am certainly willing to concede 
that it ts still a moot question. Further, so 
few, if any, concerns accumulate data on 
discounts lost that to urge reporting of 
them would be fruitless. Thus, cash dis 
counts have been omitted from the state 
ments as illustrated. To quote the original 
study: 

“From a standpoint of pure theory, dis 
counts lost should be considered a cost of 
the financing provided through accounts 
payable. Actually, inasmuch as current 
practice seldom collects accurate data on 
discounts lost, this becomes impractical or 
impossible. Until practice is refined to 
the point where such information is avail 
able, a time not apparently within the 
foresceable future, it seems reasonable to 
ignore discounts lost and to consider dis 
counts taken as contributing to net 11 
come.”’ 

My plea in the article 1s for something 
more important than “pure theory.”’ It 1s 
for full disclosure of financial transac 
tions. If in any given situation this seems 
to call for showing discounts earned as 4 
reduction of other financing costs, 1 
would certainly meet with no serious ot 
jection from me. 


R. K. MautTz 
Associate Professor of Accountancy 
University of Illinois 


INDUSTRIAL RELATIONS 


Editors, THE CONTROLLER: 

I would like to secure a copy of the Jan 
uary 1953 issue of THE CONTROLLER as 
I am specifically interested in the article 
therein entitled “New Trends in Indus 
trial Relations’ by King MacRury. I would 
like to have permission to condense this 
article and reproduce it in our monthly as 
sociation publication entitled Panorama 
Full credit will be given for the source and 
I will be very happy to mail a copy contain 
ing the condensation to you and to King 
MacRury if you will be kind enough to 
furnish me with his address. If there ts any 
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Post 


ALL 
your . | at ONE typing! 


related If you are looking for one machine on which you can post all 


applications ... and post them fast... look no further! 


records The Underwood Elliott Fisher is that versatile 
4 all-purpose accounting machine! 
On its Flat Writing Surface you can insert forms as easily as placing 
papers on your desk . . . regardless of the style, size 
or arrangement of the forms you use. 
Your operators post on a completely electrified Single Typing 
Keyboard, by the easy ‘‘touch”’ method. Only 10 numeral keys 
handle all figure work. Balances and column totals... 
as many as 30... are computed automatically. 
Carbon papers are no problem, either . . . because the Roll 
Carbon Paper feature completely eliminates handling loose sheets. 
Let us demonstrate just how many advantages the Underwood 
Elliott Fisher Electric Accounting Machine has for you. 
Without obligation... and on your individual problems . . . you can 
see for yourself how fast, easily and accurately 
it will do your work . . . right down to the last detail. 


SEND THE COUPON BELOW. ~~~ -~_- 


Underwood Corporation, One Park Avenue, New York 16,N. Y. 
Please send me illustrated literature and full information about the 


Underwood Elliott Fisher Accounting Machine. , 


Underwood Corporation 


Accounting Machines ... Adding Machines. . 
Typewriters ... Carbon Paper... Ribbons 


One Park Avenue, New York 16, N. Y. 
Underwood Limited, Toronto 1, Canada 


Name 


Name of Company 


Street Address 


Sales and Service Everywhere 


City 








Forthcoming Features 


IN THE CONTROLLER 


te HOW GILLETTE PROTECTS ITS RECORDS 


by Richard N. Rigby 


%& THE CONSTRUCTION AND USES OF BREAKEVEN ANALYSIS 


by Dr. Glenn A. Welsch 


te CONTROLLERSHIP AND ACCOUNTING—A CONTRAST 


by James L. Peirce 


charge for this I will forward you a check 
by return mail if you will indicate the 
amount. 


PauL H. KELLER 

Executive Secretary-Treasurer 
Pacific Northwest 

Personnel Management Association 
Portland, Oregon 


STOCK VALUATION 


Editors, THE CONTROLLER: 

Our editorial board has selected another 
article from THE CONTROLLER for digest 
ing in a future issue of the Monthly Di 
ke i/ of Tax Arti le c, 

We would like to make a condensation 
of Mr. Thompson's article entitled “The 
Valuation of Closely Held Corporation 
Stock: An Estate Problem,” which ap 
peared in the March 1953 issue of your 
publication. 


Russece E. Newkirk 
Newkirk Associates, Inc. 
Albany, New York 


ON DISPLAY AT AMA 
Editors, THE CONTROLLER: 


Thank you so much for making Mr. 
MacArthur's chart (from his article 
“Trends in Annual Reports: A Three- 
Year Study” in the March 1953 issue of 
THE CONTROLLER—page 121) available 
to us. We plan to use a “blow-up” of this 


THE CONTROLLER 


chart in our Educational Workshop Ex- 
hibit to be held in conjunction with the 
AMA Methods Review Conference, May 
i, at Hotel Astor, New York. Two copies 
of the printed notice for this special one 
day conference are inclosed for your in 
formation. Perhaps you may wish to send 
along a copy to Mr. MacArthur. 

In displaying this chart, we shall be 
very glad to give credit to THE CONTROL- 
LER and to Mr. MacArthur. We may even 
use the tear sheets you were kind enough 
to include with the chart. We certainly do 
appreciate your cooperation. 


Mrs, W. R. WILLIAMSON 
Educational Exhibits 
American Management Association 


New York 


RE: HOSPITAL CONTROLLERS 


Editors, THE CONTROLLER: 

We would like to obtain your permis- 
sion to reprint an article which appeared in 
the October issue of THE CONTROLLER. | 
refer to the article, “Needed! Hospital 
Controllers” by Leo E. Stevens. May we 
have your permission to do so? 

INEZ L. ARTICO 
Managing Editor 
Hospital Topics 

Chicago, Illinois 


Permission to reprint granted. 
The Editors 
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CONTROLLERSHIP FOUNDATION 
BOOK DIGEST PRAISED... 


Editors, THE CONTROLLER: 

Thank you for sending a copy of your 
April issue of THE CONTROLLER. I have 
glanced through the book digest of Mr 
Andrews’ ‘Corporation Giving" and 
found it very interesting. 

It is a useful thing to have made this 
available to the readers of your magazine. 
for it cannot fail to help corporate mana 
gers to review their present contribution 
practices in a constructive manner 


FRANK W. ABRAMS 
Standard Oil (N. J.) 
New York 


. . » AUTHOR IS AMAZED 


Editors, THE CONTROLLER: 

A copy of the current issue of THI 
CONTROLLER came through yesterday and 
we are well pleased with the handling you 
have given the condensation of ‘‘Cor- 
poration Giving.” (Supplement to the 
April 1953 issue. ) 

Of course, I was a bit startled to see 
that I had written ‘‘humerous’’ articles on 
this subject but that is a small typo that 
many of your readers will not even see 


F. EMERSON ANDREWS 
Russell Sage Foundation 
New York 

RED-FACE DEPARTMENT: The above word, 
on page 3 of the Controllership Foundation 
Book Digest, should have been numerous! 
Mr. Andrew's signature had a line under it 
"Studies in Philanthropy.” All those who 
overlooked the error in pr oofreading hope he 
will be philanthropic and kind enough to 
excuse it! 


The Assistant Editor-Proofreades 


W. T. CHAMBERLAIN INC. 


103 PARK AVENUE 
NEW YORK 17 


MURRAY HILL 3-2942 


Insurance 


Consultants 





The largest analytical or- 
ganization of its kind which 
does not sell insurance 








IN ALL BUSINESS FIGURE-WORK... 


Extra savings come with 








Dale 1 extra thinking 


In office and store, factory and shop and laboratory, the 





LIVI NAmelULcolunrohilom male(-Jilm Gro] (a0) (ohfolam ol-lacelgut Muted Met) o in 
figure-work without operator decisions than any other 

‘oto ] (ol U Loh ilare Manreloillil-M-hZ-1mmel-0 7-10) ol-to Ma Neh rolatol (Mi iullal diile me] elit b 7 
inherent in Friden design saves personnel time on every 

figuring chore. Ask your nearby Friden Man to demonstrate Friden 
applications in your business. You've never seen a calculator 

' do what the Friden can! Friden sales, instruction and 

service available throughout the U.S. and the world. FRIDEN 

7 NEGUS) (Ome Val) | an On) | OPN ol iE A-Tolile icon Gel iicelaalion 





Remington Rand Methods News 





NEW! Transcopy Duplex 


Remington Rand Transcopy Duplex is 
a revolutionary new single-unit ma- 
chine which will photocopy any record 
written, printed or drawn, opaque o1 
translucent, up to 144%” wide, and any 
length. It does the complete job of ex 
posing, developing and making a posi 
tive print in a matter of seconds. No 
other photocopying device can produce 
a single positive copy so speedily. No 
darkroom needed, no running water, 
no drying time... you can use it any 
where, move it anywhere—simply plug 
it into any standard electrical outlet. 
And it’s so easy to use —any office 
worker can learn to operate it in a 
few minutes. Office managers every 
where are acclaiming this efficient, eco 
nomical photocopying method 
, saves money. Just mark P 334 
on the coupon below for free folder. 
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NEW! Remington Rand Low- 
Cost Bookkeeping Machine 


At last—a low-cost bookkeeping ma 
chine bringing for the first time the 
economies of mechanical bookkeeping 
to a wide range of small businesses 

This is one of the fastest machine 
ever made because the keyboard is 
completely adapted to touch-method 
writing — touch-method speed. The op- 
erator does not have to turn repeat 
edly and re-focus eyes on the keyboard 
in order to post items correctly. Here 
is a bookkeeping machine with type 
writer simplicity. Any competent typ 
ist can start producing in the first 
half hour, and give you a fair day’s 
work the very first day. Complete op 
erating simplicity eliminates expen 
sive training and premium salaries. 

This new low-cost machine gives 
you the same basic advantages as a 
machine costing many times more. Ask 
for booklet AB 664. 


New Time-Saving Machines, 


Methods, Ideas...To Cut Office Costs 


NEW! Remington Rand Stand- 
ard Ty pewriter-Tempo Touch 


The Standard’s remarkable new type- 
bar action touch and key design make 
manual typing faster, easier, and more 
rhythmic. 

The new, precision-balanced type- 
bars flash to the paper and back in- 
stantly ...no “waiting” for sluggish 
keys even with several typebars in 
flight. The new Personal Touch regu- 
lator can be adjusted to any touch. 
Even the Finger-Fitted keys are new 
and improved—scientifically designed 
to cushion the finger tips ... prevent 
misstrokes ... protect manicures and 
save “‘lost-time”’. 


Additional features are: expanded 
capacity with the exclusive 44-key key- 
board, an exclusive positioning scale 
insuring perfectly-centered letters, ex- 
clusive Fold-a-Matic construction giv- 
ing instant access to all vital operating 
area, and a new exclusive lightweight 
carriage for easy return. The Stand 
ard, newest of Remington Rand’s com 
plete line of typewriters, can bring 
improved efficiency, lower cost and 
higher employee morale to your office. 
Ask for booklet R 166. 
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NEW! Remington Rand Elec- 


tronic Punched-Card Sorter 


Now — your punched-card accounting 
and statistical facts and figures can 
be sorted, either numerically or alpha- 
betically, with new ease and simplicity 

by push-button control—at the breath- 
taking speed of 800 cards per minute. 

This Electronic Punched-Card 
Sorter, latest in the long line of devel- 
opments from Remington Rand Labo- 
ratory for Advanced Research, utilizes 
a new type of photo-electrie cell that 
“reads” the values punched into 90- 
column tabulating cards. The cell 
makes possible the tremendous sorting 
speed without card contact, thereby 
reducing wear and card damage in the 
one machine through which cards are 
generally processed most frequently. 
This Electronic Sorter means that vi- 
tal fact-packed reports for effective 
management control can be produced 
in a fraction of the time previously 
required. Get the full story—ask for 
booklet TM 156. 


| 
: 


Management Controls Reference Library 
Room 2785, 315 Fourth Ave., New York 10 


Please circle literature desired: 
P 334 
AB 664 


R 166 
T™ 156 
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As Others See Us 


A production executive in a large company in one of our 
larger industries—-who asked not to be identified—recently 
made this remark: ‘All through our industry it seems as 
though the accounting and sales people are moving into gen- 
eral management. The production and engineering people 
seem to have lost their chart of the channel that leads to the 
top.” 

That is just one man’s impression, and can easily be 
wrong. He may be generalizing upon too few instances, but 
it is an observation worth a second thought. 

From a controller's viewpoint it may be satisfying evi- 
dence. Perhaps the long struggle to develop better manage- 
ment planning and control concepts is reflected in the occa- 
sional selection, for heavier responsibilities, of a man who 
helped to develop those concepts. 

If the quoted observation is true, it may also be an omen 
of an undesirable trend. Most management philosophers 
agree in believing that a monopoly of the road to the top in 
management is bad; no matter which group enjoys the mo- 
nopoly. In the last analysis it is the quality of the man that 
counts. Training in finance and control, production, sales en- 
gineering or the legal phase, can be a good base for the top 
job—if enough broad perspective is added on the way up. 
Controllers seck only a fair and reasonable share of the op- 
portunities, 


Ideas Are Perishable 


Did you ever have a good idea slip out of your hands 
while you thought you were holding on to it? Mulling over 
some problem on a train, or walking along the street, you 
saw an angle or a solution and resolved to set it down as 
soon as you reached the office. But, when you walked into 
the office, some emergency displaced that resolution. Later 
the idea that seemed so good was out of reach and could 
not be recaptured. 

Probably all of us have had that maddening experience. 
It's especially annoying to a man who prides himself on 
a good memory and who can keep a long series of errands 
of appointments in mind without reference to his shopping 
list or calendar. Many a man suffering from that experience 
pauses to wonder whether his memory is deteriorating. 

No deterioration. Don’t worry. There's a difference be- 
tween complex ideas and appointments or errands. The ap- 


pointment or the errand has a ‘handle’ of one or two words. 
something you can memorize easily. 
Ideas often lack such handles 


unless you make a spec i fic 


cffort to supply a handle. The best handle ts a written note 
containing enough words, phrases or diagrams to enable you 
to reconstruct the thought, either by dictating a memoran- 
dum at the office or filing the note in the proper place for 
future use. If it's impossible to stop and write a note, 
is it possible to coin a three or four word phrase that will 
bring the idea back to mind? That can be readily memorized. 


Vigilance ls Not New 


A New Testament text that may not be inappropriate 
for controllers: 
Therefore we ought to give the more earnest heed to the 
things which we have heard, lest at any time we should let 
them slip.—Hebrews 2:1. 


Are Corporations Synthetic Children? 


In this issue we are running an article by Paul A. Warner 
on “Cost Controls in Pension Plans” and we have run sim- 
ilar discussions in the past and expect to in the future; but 
along with all the thinking about how to establish pension 
plans, perhaps a “devil's advocate” is needed to plead an un 
popular viewpoint. 

This will certainly be unpopular with unions, and with 
the majority of corporate executives who consider corporate 
pensions desirable as a matter of corporate policy and indi 
vidual comfort 

The fact is that corporations are, to an increasing degree, 
attempting to absorb a load that formerly was carried by the 
family unit. A rather successful system of human affairs has 
been built up through the ages on the principle that the pa 
rent cares for the child when, being young, he lacks the 
strength and wisdom to care for himself adequately 
Throughout history it has only seemed fair play that the child 
would then care for the parent during his old age—if neces 
sary. 

Now, by a sort of “operation bootstrap” cach person ts 
supposed to be forced to save enough through social security 
and corporate pension plans to support himself during his 
old age. 

Thus, his children need feel no responsibility whatever. 
There's the rub. How much of the progress of our civiliza 
tion and our country has been attributable to a sense of re 
sponsibility? (As distinguished from a hope of profit, the 
fear of hunger and other incentives.) How much of that 
sense of responsibility can we attribute to tradition of indi- 
vidual families? How much to the long-standing custom by 
which parents first support the children and children later 
support the parents? Are we developing a mechanical sys 
tem which may weaken one of the psychological underpin- 
nings of our whole social structure? 

This sounds alarmist but it 1s always casier to think about 
things that can be described in terms of trustee agreements 
and tables of figures than it is to think about forces that have 
to be described in the more vague terms of social inter-rela 
tions and structure. Yet history shows us that the latter are 
just as real and important to our welfare 

WALTER MITCHELL, JR 
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Design. ee We have helped design 
and activate hundreds of employee-benefit 
plans, including PENSION, PROFIT-SHAR- 
ING, THRIFT, SAVINGS, WELFARE, and 
STOCK-BONUS. We shall be glad to help 


you choose the type of program best suited to 


your company and its employees. 


Tnvest ment ee Ouce a plan has 
been established, nothing is more important 


than the proper investment of your funds. 
We have had many years of experience 
in the investment and administration of com- 


pleted plans. 








Our experience and advice are available to you. Write or telephone 


our PENSION TRUST DIVISION, at 55 Wall Street, New York 








* 


CITY BANK FARMERS TRUST COMPANY 
HEAD OFFICE: 22 la te REET, NEW YORK 
THE NATIONAL CITY BANK OF NEW YORK 


Established 1812 














Paul A. Warner 


N GENERAL there has been an almost 
| complete disregard of essential cost con 
trols in pension plans. Employers have, in 
many cases, taken the word of the under- 
writing insurcr or the independent actuary 
without questioning cost justification. Pen 
sion plans are not as complex as they are 
usually represented to be. The controller 
should insist on a thorough understanding 
of all factors inherent in the establishment 
of a pension plan. 

The following sections will outline 
some of the most salient factors wherein 
adequate cost control may be found lack 
ing. In all illustrations, "Normal Cost” 
means the level amount that would be 
required each year to fund the pension 
benefits provided under the Plan, had the 
Plan always been in effect in the past and 
all previous Normal Costs paid. ‘Past 
Service Cost’’ means the lump-sum amount 
required as of the inception of the Plan to 
make up the deficiency resulting from the 
nonpayment of previous Normal Costs. 


FLEXIBILITY OF CONTRIBUTION 

It appears to be of vital importance to 
avoid fixed annual costs insofar as it is 
possible. In other words the employer 
should be able to decide each year (within 
reasonable limits), how much will be paid 
into the pension fund, 7f avy. This should 
be an annual decision by the Board of Di- 
rectors based on profits, cash position, cap- 
ital requirements, tax rate and other perti- 
nent factors. 

In the above illustration, we have as- 
sumed that the aggregate or ‘one sum” 
Past Service Cost is $1,000,000.00 and 
that the “Normal Annual Cost” is $100,- 
000.00. 

The maximum annual deductible con- 
tribution is Normal Cost plus 10% of 
Past Service Cost or—in this illustration 
$200,000.00. The minimum annual con- 
tribution, 7f ay, is an amount so that the 
unfunded liability for the year then cur- 
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Requirements for actuarial soundness and hence contribution 
requirements are clearly outlined in Treasury Release PS 57. 


Aggregate Past Service Cost 


Normal Cost 


Maximum Annual Contribution 
Minimum Annual Contribution 


Assumed Maximum 3-year Payment 


Normal Cost 
Past Service Cost 


$1,000,000 
100,000 
200,000 
125,000 
$300,000 
300,000 
_-—-— 600,000 


Resulting Right to Discontinue 


Disregarding Interest 


$300,000 divided by $100,000 equals—3 years 


rent, including any unfunded interest and 
any prior unfunded Normal Cost, does 
not exceed the unfunded liability (Past 
Service Cost) as of the effective date of 
the plan. 

This means that if the employer so de 
sires, no Past Service Cost ever needs to 
be paid. In this case the minimum contri 
bution would be the Normal Cost plus in 
terest on the past service liability or $125, 
000.00 per year. 


PAUL A. WARNER, president, Warner-Watson, Inc., pen- 
sion consultants and actuaries, Boston, Detroit, and Chicago, 
received national recognition in 1950 when, in addition 
to acting as pension counsel, he successfully represented 
several of the large automotive and automotive equipment 
manufacturing companies in negotiations with their unions 
relative to pensions. Mr. Warner founded his firm in 1942 
following technical training at Bentley Schoo! of Account- 
ing and Finance and Northeastern University. This talk was 
given before the Hartford Control of Controllers Institute. 


TH GOIPIRRE 5 cee tc cees 


Suppose on the other hand, the cm 
ployer contributed the ‘maximum’ of 
$200,000.00 for a period of three years 
Then (disregarding interest for simplicity 
of illustration) he could continue for three 
more years without payment of any kind 
and still maintain actuarial soundness un 
der the Internal Revenue Code. This 1s 
calculated as the result of dividing the ag 
gregate contributed Past Service by the 
Normal Annual Cost. 
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The types of underwriting that can be 
used and still obtain the maximum flexi 
bility rights are somewhat limited since 
care must be taken that cessation of con 
tribution does not depreciate a benefit to 
be paid. If such is the case there is the pos 
sibility that the Internal Revenue Depart 
ment might contend that cessation of con 
tribution constitutes a partial termination 
requiring justification on the grounds of 
business necessity. 

The following underwriting methods 
will be described briefly in a later section 


1. For Maximum Flexibility 
a. Sclf-Administe red Trusts 
b. Deposit Administration Plans 


2. For Near Maximum Flexibility 
a. Group Conversion Contracts 


b. Individual Policy Conversion 
Contracts 


EFFECT ON EARNED SURPLUS 
Flexibility of contribution becomes even 
more important if consideration is given 
to the probability of a future fluctuating 
corporate profits tax rate. Judicious use of 
high contribution during periods of high 
profits or high taxes with no contribution 
during a period of low taxes or loss can 
have a surprising effect on Earned Surplus 


Total Cash Outlay (Company A) 


Average Tax 70% 


Effect on Earned Surplus 


Total Cash Outlay (Company B) 


Average Tax 40% 


Effect on Earned Surplus 


The above illustration may appear to be 
extreme, yet it could easily have occurred 
during the last ten years. Suppose that in 
the case of two companies both having a 
cash outlay of $1,000,000.00 during a 
given period, Company A by reason of a 
fluctuating contribution obtained an aver 
age of 70¢¢ or $700,000.00 in tax relief 
while Company B by reason of a fixe d cost 
obtained an average of 40° or $400, 
000,00 in tax relief. The net effect on 
Earned Surplus would be one half for 
Company A of that for Company B 

The tax rate at which maximum con 
tributions should be madc 
matter of conjecture, It appears probable 
that 50°; 
is probable that a corporate tax rate in ex 
cess of SOC 


period of time without a diminishing tax 


is of course a 
is a conservative figure since it 
cannot be sustained over a 


return 
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Profit Segregation 
Profit Tax (82%) 


Balance with Earning Power 


Earnings @ 3% 
Profits Tax (82%) 


Net Earnings 


Non-Funded Funded 


Company A 
$1,000,000 
820,000 


Company B 
$1,000,000 
Exempt 





$ 180,000 


$ 5,400 $ 
4,428 


$1,000,000 


30,000 
Exempt 





$ 972 $ 30,000 


Ratio to the extent of static funds 31 to 1] 


CAPITAL INVESTED RATIOS 

Occasionally there is a contention that 
there is no need to build up large pension 
funds and that the money can be used to 
a better advantage as Working Capital in 
the business. This obviously does not give 
adequate consideration to the substantial 
savings available through incentive tax 
legislation. 

In the above scale, we have attempted 
to illustrate the advantages of Section 23 
(P) of the Internal Revenue Code which 
says that contributions to a qualified trust 
or other devise are deductible for corpo 


$1,000,000 
700,000 
$ 300,000 


$1,000,000 
400,000 


$ 600,000 


rate tax purposes and Section 165(a) 
which says that earnings of a qualified 
trust are specifically tax exempt. 

In the ratio illustration we have as- 
sumed that Company A merely agreed to 
the ultimate payment of pensions worth 
$1,000,000.00 in one sum. No divestment 

made. 
was CS- 


to a trust or other devise was 
Whether or not a book reserve 
tablished for the liability is incidental. 
Company B took on the same liability, but 
discharged it by payment to a tax-exempt 
trust 

In order to give a dramatic illustration 
we have used tax bracket of 8200. Insofar 
as Company A is concerned, a tax must be 
paid on profits kept in the business before 
they can become a part of Capital and 
hence have earning power. On the other 
hand, profits paid to a trust have tax re 


licf. Hence out of the same profit segre 
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gation, Company A would have a balanc 
with earning power of $180,000.00 whik 
Company B would have $1,000,000.00 

For the purpose of establishing a ra// 
only, we have assumed both earned at 3, 
giving Company A a gross of $5,400.00 
and Company B a gross of $30,000.00. 

The earnings on invested capital arc 
again subject to tax in the case of Com 
pany A leaving net carnings in their case 
of $972.00 against $30,000.00 in the case 
of Company B or a ratio of approximately 
BL f0°1. 

This is no attempt to evaluate Working 
Capital since it is widely variable even in 
similar industries. These facts we do know 
however. 

1. A well-run trust should average at 
least 39 in net earned income. 


2. Hence, in this illustration, if a trust 
carns 3% then funds used by Company A 
will have to earn 31 times as much or 
93% to equal the earnings of the trust to 
the extent that the trust fund remains 
static. 


3. Certainly from a sound cost account 
ing standpoint and very probably from a 
legal viewpoint (see the New York Om 
nibus Case), the one sum liability for pen 
sion payment for life must be considered 
a prior licn once payments commence to 4 
pensioner. 

i. Since the liability of Company A in 
this case is fixed both in amount and time 
of payment, it becomes very similar to a 
bond, bank note or other fixed-rate capi 
talization. Hence, in this illustration, Com 
pany A would in effect be providing fixed 
rate capitalization at a rate of 930. Since 
fixed-rate capitalization at even 5% has 
long been considered dangerous, the un 
healthy effect on capital structure of any 
thing that approaches 93 is obvious 


FIXED CENTS PER HOUR 
LABOR CONTRACTS ON PENSIONS 


One of the most vicious types of labor 
agreement has been the method where the 
contribution to a fund was fixed at a set 
number of cents per hour of wages paid 
In general, these contracts have been for a 
period of five years. Without any direct 











correlation a pension benefit is then estab- 
lished. The following have been the ma- 
jor disadvantages: 


1. If the first year is one of prosperity 
and “long hours’ with overtime are 
worked, the contribution will be then 
more than adequate to fund the agreed 
benefits. The employer will then be in an 
indefensible position when asked to ex 
tend benefits by a collective bargaining 
agent even during the contract period. In 
addition to this, if benefits were not ex- 
tended, it ts probable that the employer 
would be faced with at least partial loss of 
tax relief under the Normal Cost plus 
10° of Past Service limitation. 

2. If during the second year, “‘short 
hours’ are worked because of lay-off, 
short work week or other reason, the con- 
tribution will doubtless be inadequate to 
maintain actuarial soundness under Treas 
ury P.S. 57. Even during the period of a 
contract, the employer may then be faced 
with an added contribution or loss of tax 
relief. 

If we consider the possibility of a fluc- 
tuating economy, then we must assume 
that such a method will have a vicious up 
ward cost spiral over a period of years 
with adequate control by the employer an 
impossibility. 

The most famous of these noncorrelated 
contribution clauses is that of the United 
Mine Workers which started at five cents 
per ton of coal produced. It has had an 
increase of over 600% during the last five 
years with no apparent future limit 


NONINTEGRATED PLANS 


There has been a recent tendency to 
provide set pension benefits regardless of 
Social Security. Most famous of these ts 
the plan that provides $45.00 per month 
for those with 30 or more years of service 
with the $45.00 reduced by $1.50 for cach 
year of service that the employe has stand- 
ing to his credit at retirement less than 30. 

This method is seriously lacking in cost 
control because of the following reasons 


1. Increased social legislation must be 
anticipated, This will 
creased taxes which, regardless of how 
they are assessed, will eventually be passed 
on to the employer. 


necessitate in 


2. If this tax, when added to private 
pension cost is prohibitive, then the em- 
ployer is faced with the problem of re 
ducing his pension benefits or bearing the 
ibnormal cost burden. 

3. Neither of these is a happy solution 
In addition, if a collective bargaining 
agreement is in effect, reduction may be 
almost impossible. Pressure from various 
government agencies must be considered. 

i. The practical solution appears to be 
that the benefit formula should include 
primary Social Security so that as public 
pension costs and benefits increase, private 
cost will decrease automatically 


GROUP ANNUITY CONTRACTS 


It is our opinion that 
room for “Group Annuity” 


modern pension planning for the follow 


ing reasons: 


1. Due to their inflexibility, they do 
a formula that in 


not work well under 
cludes Social Security. 


2. In general, 


have held substantial reserves in excess of 
the normal reserves. These are sometimes 
called Contingency or Mortality Fluctu 
ation Reserves. Since the employer has 
little or no control over the amount, divi 
dends have been small and costs relatively 


high. 


DEPOSIT ADMINISTRATION CONTRACTS 


there is 


Insurance 


Retired Life Fund. As employes retire 
the insurer draws enough from the Active 
Life Fund to buy an annuity for the em 
ploye which guarantees a life pension. 


little 
contracts in 


This is a considerable improvement over 
the Group Annuity method. Its major dis 
advantage is that the employer has little 
or no control over the Mortality Fluctua 
tion Reserves established by the insurer 
Hence its cost may be unnecessarily high 

The second method is operated almost 
as though it were a Self-Administered 
Trust and only current costs are charged 
to the fund. The insurer guarantees only 
to credit the fund with its published earn 
ings rate adjusted for policy loans 

This method is relatively new and will 
be the nearest in cost to a Self-Adminis 
tered Trust 


compante S 


In general there are two types of De 


posit Administration Plans available from 
insurers. The first has two funds: 


Active Life 


insurer or by an independent 


general idea is to pay Normal Cost plus 


an amount that would fund 


Cost over a period of not less than 10 


years 


10-YEAR PROJECTION 
PERSONS 






































Fund. This is a fund into 
which contributions are made by actuar 
ial determination calculated either by the 


INDIVIDUAL POLICY TRUSTS 


Retirement Income or Annuity Policies 
There is again little room for this type of 
underwriting in modern pension planning 
actuary. The Costs are fixed and inflexible. Commission 
and other expenses are intended as just 
compensation if the policies were sold to 
individuals. Hence, when used on a grouy 
basis, the expense is unnecessarily high 


Past Service 


OF WELFARE COSTS—STATE OF WASHINGTON 


WELFARE COSTS SOURCE OF EXPENDITURES 
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and is, of course, paid indirectly by the 
employer. 

Conversion Contracts. This method 
calls for the use of an Ordinary or Whol« 
Life policy to be purchased at a ratio of 
$1,000.00 to cach $10.00 of monthly pen 
sion. A separate fund is established either 
with the insurer or with a corporate truste: 
into which funds are paid under an actu 
arial determination. At retirement sufh 
cient funds are drawn from this fund to 
convert the policy to an annuity like that 
previously described 

Although this method climinates som« 
of the inflexibility of the method d 
scribed above and is doubtless somewhat 
less in cost, its use should be limited to 
plans that have a very small number of 
employes and where there is wide variance 
in the amount of pensions various indi 


viduals will receive. The reason for this 
limitation is that it also carries a high ex- 
pense load. 


GROUP INSURED PENSIONS 

Group Retirement Income. This method 
is the same as Individual Policy Retire- 
ment Income Trust previously described 
with the following exceptions: 


1. Commission and other expenses are 
reduced by using a group method of un- 
derwriting. 

2. Evidence of insurability is not re- 
quired within reasonable limits. 

Although this method is a substantial 
improvement over the Individual Policy 
Retirement Income Trust it has two fol- 
lowing major disadvantages: 


1. Costs are fixed and inflexible. 
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NEW DEPRECIATION POLICY ANNOUNCED 


Commissioner of Internal Revenue T. Coleman Andrews 
announced on May 12 the establishment of a new adminis- 
trative policy with respect to depreciation adjustments for 
tax purposes in order to reduce controversies between tax- 
payers and the Bureau of Internal Revenue on this subject. 
The statement of policy, as issued by the Commissioner, is 


as follows: 


The Internal Revenue laws allow, as a deduction in com- 
puting net income, a reasonable allowance for depreciation 
of property used i trade or business or of property held for 


the production of income. The purpose of the deduction 1: 
to permit taxpayers to recover through annual deductions the 
cost (or other basis permitted by law) of the property over 
the useful life of the property. The determination of the 
amount of the deduction is largely a matter about which 
there may be reasonable differences of informed judgment, 
but the impact on the revenues resulting from these differ- 
ences may be negligible one way or the other over the years 
mvolved. . 

“Accordingly, effective May 12, 1953, and as respects all 
open years for which agreement as to the tax liability has 
not been reached at any level within the Internal Revenue 
Service as of that date, it shall be the policy of the Service 
generally not to disturb depreciation deductions, and revenue 
employes shall propose adjustments in the depreciation de- 
duction only where there is a clear and convincing basis for 
a change. This policy shall be applied to give effect to is 
principal purpose of reducing controversies u ith respect to 
depreciation.” 


The Commissioner also emphasized that the above state- 
ment of policy related to the administration by the Bureau of 
Internal Revenue of the provisions of the Internal Revenue 
Code under existing law with respect to the allowance of de- 
preciation deductions and is one phase of the broader study 
of tax policy with respect to depreciation which is currently 
under study by the staff of the Under Secretary of the Treas- 
ury, Marion B. Folsom. 
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2. Costs are relatively high when com- 
pared to a Self-Administered Trust or the 
Immediate Participating Group method 
under Deposit Administration Plans. 


Group Conversion Contracts. This 1s 
the same as the Individual Policy Trust 
Conversion Contract with the following 
exceptions : 

1. Commission and other expenses are 
reduced by using a group method of un- 
derwriting. 

2. Evidence of insurability is not re- 
quired within reasonable limits. 

3. A corporate trustee 1s usually used to 
manage the conversion fund. 


Although this method avoids the inflex- 
ibility of cost of the Group Retirement 
Income method described above and is 
somewhat less in cost, its costs are still 
substantially greater than those of a Self- 
Administered Trust. 

There is one situation however where 
this contract is the most valuable: Where 
several years of precedent have been es 
tablished under an Individual Policy Pen- 
sion Trust which provides substantial 
death benefit, a shift to this method can be 
made without loss. Benefits provided are 
similar yet the following three objectives 
are accomplished : 

1. Evidence of insurability is avoided 
within reasonable limits. 

2. Costs can be cut substantially. 

3. Inflexibility of contribution is avoided. 


CONCLUSION 

It is, of course, impossible to give ade- 
quate coverage to the whole problem of 
pension cost controls in so short an artt- 
cle. Hence, this has been limited to a dis- 
cussion of the cost control aspects of the 
various methods of funding currently be- 
ing used. 

If your company is faced with a pension 
problem, adequate study and investigation 
by the controller can, under most circum- 
stances, save substantial amounts of money 
by adequate cost control. 

The author would be glad to answer any 
questions from readers relative to any 
statements made in this article. Address 
inquiries to the attention of the managing 
editor, THE CONTROLLER, 1 East Forty- 
second Street, New York 17, N. Y. 
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Financial Planning and Control: 


A System of Four Levees 


John E. Kusik 


A FINANCIAL CONTROL SYSTEM is like 


the system of levees on the Missis- 
sippi. You may well ask, “How so?’ The 
answer is that both systems serve the pur- 
pose of controlling a ‘flood tide”’ = di- 
recting it back into the river bed. 

Normal business decisions and actions, 
natural miscalculations, unpredictable eco- 
nomic factors, all release forces which, 
like a rampaging river, are very powerful. 
These forces are so powerful that, in the 
absence of a strong system of levees, they 
may engulf your company or ours in the 
flood of financial disaster. 

The truth of what I have said is not un- 
der debate. It is commonly accepted, at 
least among financial men. However, ther¢ 
appears to be considerable confusion 
about how to proceed with the construc- 
tion of adequate systems of financial 
planning and control. A fecling of being 
lost seems to surround efforts to create 
such systems, even though they cover fa- 
miliar ground. Also, frequently, full sup 
port is lacking on the part of other seg- 
ments of top management. 

Just what do I mean by a “feeling of be- 
ing lost’ or “lack of full support” ? 

I am sure that many of you have heard 
the classic story about the small New Eng- 
land manufacturer and the personnel con 
sultant. The consultant received a letter 
which read as follows: 

“Dear Sir: 

I am the owner and president of a small 
textile mill here in New Hampshire which 
employs about 1100 people, I have been 
having a terrible time with my labor rela- 
tions, including demands for higher wages 
which I can't afford. 

I was very much impressed by your arti- 
cle in last month's issue of Advanced Man- 
agement. 

Please send me a personnel program, by 
return mail, together with your invoice 
which will be paid promptly. 


Very truly yours, 


As if a personnel program could be 
bought by mail order! Although I do not 
vouch for this particular tale, I have an- 


other tale which I can vouch for! 

The other day I received a letter from 
the head of a substantial business. He is 
wondering how to set up a financial plan 
ning and control system. This man said 


“I'd like to have my controller set up a 
control system without bothering my man 
ufacturing or marketing men. You see, 
they're up to their ears running the busi 
ness. So will you please send my controller 
some sample forms you have devised for 
the Chesapeake and Ohio Railroad 


The obvious parallel is that both the 
New England president and this man 
were looking for a “‘magic solution 
Neither the personnel consultant nor the 
financial man can possibly create such 
magic; but too often the man who laughs 
at the personnel story does not get the 
point of the financial story-—largely be 
cause of failure of financial men them 
selves to prope rly define and « xplain thet 
own important supporting rolc 

In turn, this disability appears to stem 
from a lack of a pattern which would 
draw such efforts of control together into 
a coordinated and more easily explained 
business philosophy. Many of us have in 
inventory 
budgetary control systems, cost control de 
vices, capital expenditure procedures and 
the like. But too often these separate de 


operation, control systems, 


vices are like a pile of sleeves, a pile ot 
lapels and a pile of pockets; until they 
are properly put together they do not 
make a coat. These devices are like indi 
vidual sandbags and other material. Until 
they are properly put together they do not 
make a levee or a system of levees. Like 
wise, until our separate financial control 
devices are drawn together in a business 
philosophy, they do not make a successful 
financial planning and control system 
Pethaps by getting back to our system 
of levees we can make a start toward 
clarifying this confusion by secing whether 
we can agree upon the main subdivisions 
of a system of financial planning and con 
trol, and how they serve each other 
Let's see how the very powerful forces, 
which are released by normal business de 
cisions and actions, natural miscalcula 
tions, and unpredictable economic factors 
a system of 


are held in the river bed by 


four levees 


FIRST LEVEE—earning power 
Do we know what our companies’ tar 
gets should be for earning power? What 


our normal expectations should be ? 


SECOND LEVEE—money in business 
Do we know what our companies’ tar 
gets should be for total amount of money 


JOHN E. KUSIK, vice president-finance of the Chesa- 
peake & Ohio Railway Company, Cleveland, Ohio, has fol- 
lowed up his article “How the C&O Operates Its Financial 
Instrument Panel” (THE CONTROLLER—May 1952) with this 
equally interesting article based on a talk before the Cleve- 
land Chapter of the Society of Management, of which he is 
a member. He has also served on the Planning Council of 
the American Management Association. Mr. Kusik is vice 
president of the White Sulphur Springs Company and vice 
president and director, Manistree & Northeastern Railway 
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used in business ? How much of it should 
be held for protection against miscalcula- 
tions ¢ 


THIRD LEVEE—coordinated planning of 
marketing, production and financial op- 
erations 

Is the planning of marketing and pro 
duction operations consistent with our 
financial, as well as our other objectives ? 
Is our marketing and production planning 
screened against the company’s financial 
objective ¥4 

Planning will not function as a sound 
levee unless its financial aspects are closely 
coordinated with marketing and produc 
tion. The effect upon profits and cash, 
either of major successful planned activi 
tics or serious miscalculations in any of 
these areas, is so great that maximum free 
communication must be maintained at all 
times among them. The financial function 
can render here a major service in helping 
to resolve on the basis of economics, the 
natural conflicts between marketing and 
production over such questions as product 
standardization, production scheduling, 
etc. This levee of coordinated planning 
will remain sound only as long as coop 
eration of highest order exists among all 
basic functions of management 


FOURTH LEVEE—an effective mechanism 
for the control of business activities 

Do we have in our business an adequate 
control mechanism which keeps subs. 
quent decisions and actions consistent with 
planning ? Does it also operate as a sensi- 
tive signaling device of new dangers ahead 
necessitating emergency adjustments in 
planning and control? Are the financial 
aspects of the control mechanism properly 
coordinated with marketing and produc 
tion controls ? 


Clearly, an appraisal of the effectiveness 
of the mechanism for the control of busi- 
ness activities raises some major questions. 
It opens up the entire subject of methods 
of measuring past performance or forecast- 
ing the future; of adequate reporting to 
management on all ihe and in all func- 
tions; and of the application of scientific 
methods of thinking and measurements. 
Frankly, in my opinion, our shortcomings 
as financial men are greatest in this area. 
Obviously, the levee of mechanism for 
the control of business activities will not 
be effective if it must depend entirely on 
slow-moving accounting measurements. 

This, in brief, is the basic pattern of any 
system of financial control. It is self-evi- 
dent that all four levees must be sound 
and closely coordinated in order to obtain 
an effective system of financial planning 
and control. 


EARNING-POWER AND MONEY- 
IN-BUSINESS LEVEES 

We now return to a closer examination 
of the carning-power and money-in-busi- 
ness levees and to the manner in which 
they function. I have selected these two 
levees because they are most frequently 
overlooked. Yet their neglect may nullify 
all other efforts of control. 


Objectives for Earning Power 

The carning-power levee is represented 
by targets which are answers to such ques 
tions as: (a) What should our companies’ 
objectives be for carning power, cither 
in terms of return on investment, earnings 
per share, or some other basis? and (b) 
What should its dividend rate be ? 

If you are the financial man of your 
company, or any other member of its top 
management, shouldn't you know what 
the answers are ? Do you know ? Does any- 
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“You've been lost in a swamp for a month? Good heavens, Frank, 
| thought it was just that golf season was under way!” 
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one in your company know ? How are they 
determined ? 

Earning-power objectives may be es- 
tablished by relating them to the perform- 
ance of industry leaders. They could be 
also related to some calculated target or an 
arbitrary improvement trend determined 
by our respective managements. 

Whichever method we use, it is most 
important that we anchor our earning- 
power targets to adequate maintenance 
and modernization policies. If not so an 
chored, andermaintenance or delayed mod- 
ernization may seriously overstate Our ex 
isting earning-power position. 

I would like to add one thought about 
targets which are set by arbitrary decision 
Students of management have emphasized 
the fact, which I am sure you have ob- 
served, that objectives of any kind have 
an inherent power within themselves to 
stimulate action. For example, suppose 
you set for yourself 9:00 a.m. as the hour 
for your arrival at the office. This might be 
an arbitrary objective unrelated to the offi- 
cial starting time. Nevertheless, should 
you arrive before 9:00 a.m., you would 
probably feel that you are early, and 
should you arrive after 9:00 a.m., you 
would feel that you are late. However, 
your actions would tend to get you to the 
office around 9:00 a.m. So when I speak 
of the inherent power of objectives, arbi- 
trarily determined, I am suggesting that 
we bear in mind how they affect our men 
tal attitudes and how they affect our ac- 
tions. In other words, even arbitrary tar- 
gets may serve very useful business pur 
poses. 

But to return to our system of levees 

how do these earning-power targets 
serve as a levee, directing the flow of busi 
ness decisions and actions? One example 
is the screening of requests for funds for 
marketing or production expansion. I am 
sure that each of you recognizes this prob 
lem as being a practical one. It is an un 
usual company whose progressive market- 
ing and production officers cannot and do 
not present too many candidates for new 
funds. Not all of them could pass the acid 
test of adequate profitableness. The devel 
opment and the use of proper profit tar 
gets for weeding out and assigning priori 
tics to these proposals is an essential func 
tion of our earning-power levee. When 
properly used, it acts as a wall against an 
overrushing flood of sterile capital invest- 
ments without, in the least, discouraging 
the taking of necessary, calculated risks. 
In fact, when properly used, the earning: 
powcr levee may become a strong, creative 
stimulant for the development of in 
creased earning power of the company 
Is this earning-power levee in effective op- 
eration in Our companies ? 


Objectives for Money in Business 
The next levee is that of money in bus: 
ness. These objectives are answers to such 


questions as: (a) What arc the limits of 
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What we have here is a river bed of business operations in marketing, 
production and finance. Naturally, the marketing function must take the 
lead because without it all other functions would become unemployed! 


total long-term capital that our compa- 
nies earning power can carry? (b) What 
sroportion of long-term capital should be 
»orrowed ? What proportion should come 
from stockholders or be withheld from 
earnings? (c) What should our compa- 
nies’ working capital level be from the 
standpoint of requirements for operations 
or protection against unforeseen contin- 
gencies ? 

Targets outlining the safety and danger 
zones in this area are again indispensable 
for keeping business decisions and actions 
within the sound channel of the river bed. 
Let us take a quick look at the money-in 
business levee in order to see how it op- 
erates. Let us consider the question 
“What part debt in the capital structure ?”’ 

The word ‘‘debt’’ has a horrible sound, 
bred into us through generations of fear 
sound fear of debt! Yet, when we are talk- 
ing about long-term capital raised, say 
through the sale of bonds, we are not talk- 
ing about quite the same kind of debt that 
grandfather feared. As you know, long 
term debt, for our purposes here, is merely 
another form of lower-risk permanent par- 
ticipation in the ownership of a business. 

Of course, not all types of business can 
use it, and not all of them can use it to the 
same extent. However, since tax rates be 
came very high and inflation set in, mor 
and more businesses have found this form 
of long-term capital useful. First, because 
of lower cost—interest on bonds is deduct- 
ible for tax purposes; dividends on capi- 


tal stock are not. Second, capital raised 
through bonds has offered a hedge against 
inflation for the benefit of stockholders 
Third, investors have been expecting dis 
proportionately high return on equity 
funds anyway. 

So the answer to our question, “What 
part debt in the capital structure?’ is not 
an automatic and unqualified “zero.” The 
answer is something that should be d« 
veloped through a careful study of our 
companies’ characteristics. 

Why is this subject pertinent ? How is 
this question of borrowing related to the 
levee which we are now examining—that 
of objectives for money in business ? 

Obviously, some flexibility in the atti 
tude of management, at least toward some 
forms of borrowing, might increase avail 
ability of funds. New sources of funds 
could add to the scope of planning in the 
marketing and production areas. On the 
other hand, companies already using a sub 
stantial amount of borrowed capital might 
find it necessary to cut back their market 
ing and production planning if it appears 
that continuation of expansion leads to 
danger zones. Seeds of future embarrass 
ment may be found not only in excessive 
borrowing, or other forms of overcapital 
ization, but also in failure to spend money 
courageously when wisdom of such actions 
is indicated 


THE CONTROLLER 


Failure of any company to find out the 
full extent of its opportunities of raising 
funds, including a blind adherence to a 


no-borrowing policy, can lead to what one 
student of management has labeled 


"pay 
chologi al barrier to corporate Success a 

In other words, what I am emphasizing 
is that a levee has a twofold function. 
On one hand, it serves as a barrier; on the 
other hand, it indicates how far marketing 
or production planning can go. Top man- 
agement having this knowledge—in this 
instance, about the financial objectives of 
the company—-may be able to extend the 
area of reasonable risk-taking. Without 
this knowledge, it may have to hold back 
merely to play safe. Are these financial 
levees in effective operation in our com- 
panies ? 


THE VALUE OF THE SYSTEM 

We come now to the question of 
whether a system of financial planning 
and control has the same value for all 
compani¢ S$. 

Perhaps we might consider first the case 
of construction concerns operating with 
very low capital under a system of prog 
ress payments, common in some industries. 
Experience shows that in connection with 
projects undertaken by such concerns, the 
profit objective plays a very prominent 


(Continued on page 282) 
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Stock Options in Financial Reports 


J. H. Landman 


HE Federal Securities and Exchange 

Commission has been of the opinion 
that for its purposes corporate financial 
statements must reflect a deduction for 
compensatory stock options when em 
ployes become qualified for them in an 
amount equal to the fair market value of 
the stock over the option price at that 
date 

The corporations concerned have been 
protesting this practice because it renders 
their financial statements unrealistic for 
the years involved, but have reluctantly 
yielded. The American Institute of Ac 
countants also concurred in this practice 
in its earlier Accounting Research Bulletin 
No. 37. 

Now, the American Institute of Ac 
countants takes the initiative to correct the 
distorted reporting of corporations in this 
situation by advising in its current Re 
vised Bulletin No. 37 of January 1953 that 
such corporations should take a deduction 
when the option 1s granted to the extent 
of its fair market value. 

The Commission objects to this treat 
ment of stock options and recommends the 
pe rpetuation of its rule because the pro 
posed new practice “would result im the 
almost complete exclusion from cor porate 
income statements of charges for com 
pensation to employes im the form of 
itock options; for most option plans are 
no longer of the unrestricted type and 
under the restricted plans the option price 
is fixed generally at market or within 95% 
»f market.” SEC Release No, 4803X, 
dated February 25, 1953. 

My primary purpose in writing this ac 
count is to ventilate the underlying issues 
and to be certain that all the parties con 
cerned recognize them. My secondary 
function is to offer a solution to the prob 
lem. 

It must be admitted that the existing 
SEC practice of taking a stock option de 
duction when the executive qualifies makes 
for a distortion of corporate income. How 
ever, the American Institute's proposal of 
deducting the value of the grant is an un 
witting espousal of ‘the economic benefit 
theory.”’ It should be apprised of the sig 
nificance of its act 

The “economic benefit theory” 
vived by the 1945 U.S. Supreme Court de 


was fe 


cision in the famous Smith case which 
happens to have dealt with stock options, 
and which has become currently a con- 
troversial issue among tax students. I have 
reference to the Griswold-Surrey-Bittker 
Rochner-Miller dispute in the pages of the 
Harvard Law Review and of the Tax Lau 
Review which grew out of the Bureau's in- 
come taxing of farmers’ and manufactur 
ers’ charitable contributions of their in- 
ventorics 
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The Bureau is now also attempting to 
treat as taxable income the diverse ‘fringe 
benefits” offered to corporate employes on 
the same theory in almost complete re 
nunciation of the earlier time-honored 
“employer convenience concept.” 

Without taking a position as to the 
merits of the ‘economic benefit theory,” // 
cannot be overemphasized that no court 
decision to date has taxed either the qualt- 
fying for or the receipt of a stock option 
grant. Accordingly, it seems that the SEC 
and the new Bulletin No. 37 are both at 
variance with settled tax law. 

The above SEC criticism of the new 
Bulletin No. 37 on the score that it would 
result in the almost complete exclusion 
from corporate income statements of 
charges for compensation to employes for 
stock options cannot be seriously enter 


@ Mr. Landman is an Attorney at Law, New York 
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tained. SEC must respect the tax law and 
fundamental accepted accounting princi 
ples; it cannot make law to suit itself. 


EXECUTIVE STOCK OPTIONS 

There are three types of executive stock 
options extant today,—restricted, incentive 
and compensatory. 

Restricted stock options caused consid- 
erable interest in 1950 when they were 
first designed, but their current vogue is 
not commensurate with this early enthu- 
siasm because of the inherent defects in 
the law, although it is true that the corpo- 
ration is denied a deduction for them. 
(See my forthcoming article on “Executive 
Stock Options” in the magazine, Taxes. ) 

While the Treasury refuses to recognize 
currently incentive stock options, the law 
does. The fundamental tax distinction be- 
tween incentive and compensatory stock 
options is this. In the former situation, 
the free grant of the stock option and the 
differential between the market and op- 
tion prices of the stock upon exercise are 
ignored by the employer and employe for 
tax purposes, and the bargain option price 
is the basis for the stock in the hands of 
the employe for future disposition. 

On the other hand, if it is compensa 
tory in nature, the free grant of the stock 
option remains tax-ignored, but the afore 
mentioned differential is treated as a tax 
deduction for the employer and additional 
taxable income to the employe, and the 
basis of his acquired stock is increased by 
this spread. 

Hence, as the tax law pertaining to 
stock options stands today, SEC practice 
making qualification for the stock option 
and the new Bulletin No. 37 proposal 
making the date of the compensatory op- 
tion grant the deductible event for the em- 
ployer-corporation are not substantiated by 
law. 

When and if the “economic benefit 
theory’ is sanctioned by Congress or 
otherwise, it might well be that either or 
both events may cause deductions for the 
corporation and corresponding reportable 
income for the employe. 

In the meantime, since the entire issue 1s 
moot, its final determination should be 
held in abeyance. In addition, financial 
statements should make a complete and 
full disclosure of the nature of stock op 
tions if any, and compensatory stock op 
tions should be reportable in the year of 
exercise in accordance with existing tax 
law 





7,500 U.S. companies now use 
the Olivetti Fully Automatic 
Printing Calculator to cut figure 
work costs. This machine offers 
a permanent record of all caleu- 
lations and results on the printed 
tape « the advantages of a fully 
automatic caleulator combined 
with high-speed, high-capacity 
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automatic credit balance and 
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A Report on OFFICE MANUALS 


fo 


S$ THE COMPLICATIONS of business increase and businessmen 
A realize more and more the terrifi impact of office opera 
tions on expense, a greater appreciation is developing with rc 
spect to the need for Office Manuals and the important part they 
play in work simplification and cost-reduction programs. Be- 
cause of this increasing interest, it was felt that a ready refer- 
ence to the highlights of this subject would be found extremely 
helpful to those who are primarily concerned with office opera 
tions. 

In order to treat this subject in a comprehensive fashion a con 
siderable amount of research was done and a large number of 
different kinds of manuals were examined. Extended considera 
tion was also given to the best type of presentation. Much of 
what has already been written on the subject of Office Manuals 
is either in too much detail for easy reading and ready reference 
or deals only with phases of the subject. Under the circum 
stances, it was thought that a series of questions and answers in 
outline form, touching on all phases of the subject, would best 
serve readers as they could easily become familiar with the en 
tire subject without being required to read a vast amount of de- 
tail. 

The questions and answers, which are designed to indicate the 
important factors to be considered in connection with the prep- 
aration, distribution and maintenance of Office Manuals, have 
been set forth in the following order: 


G—Style and Appearance 

H—Printing and Binding 
I—Numbering and Indexing 
J—Distribution 

K—Revision 

L—General 


A—Purpose 
B—Types 
C—Prepared by 
D—Approach 
E—Preparation 
F—Form-General 


Generally speaking, Office Manuals include policy manuals, 
organization manuals, and procedure manuals although the same 
principles do not necessarily apply to each, at least with the same 
force and effect. Under the circumstances, the answers set forth 
herein should be read with the distinction between the various 
types of manuals in mind. In this connection, it might be well to 
emphasize at this point the need for having all manuals prepared, 
cross-referenced and controlled in such a way as to avoid dupli- 
cation and contradiction of statements 

It is sincerely hoped that the following outline will provide 
readers with a guide which will enable them to give this sub 
ject the further consideration which it merits. There is, of course, 
much more that could be written on the subject of Office Manuals 
but more detail would only make it necessary for readers to sift 
through it in order to get the highlights set forth in this outline. 


THE CONTROLLER JUNE 1953 





272 


Prepared by Paul G. Drescher, vice president, Associated 
Hospital Service, New York; Vincent P. Lechner, manager of 
Office Operations, The Mutual Life Insurance Company of New 
York and Harold R. DeJager, assistant treasurer, Oxford Uni- 
versity Press, New York. 

This report was based on a survey conducted among the 
membership of the Methods and Procedures Committee of the 
New York City Control, Controllers Institute, of which Jules L. 
Freed, comptroller, H. L. Green Co., Inc., New York, is chairman. 


A. PURPOSE 
1. What purpose do manuals serve? 
They: 
a. Set forth what is being done. 


b. Provide a basis for work simplification and cost 
control programs. 
Prevent the development and growth of improper 
procedures. 
Establish a basis for work measurement. 
Eliminate confusion, uncertainty and duplication 
Promote uniformity and standardization. 
Promote coordination and cooperation by a com 
mon understanding of policies, procedures and ju 
risdiction. 
Reduce the supervisory load. 
Facilitate auditing and control by having approved 
procedures and standards as guides. 
Provide a ready reference for the entire organiza 
tion. 
Provide a basis for training both old and new em 
ployes as well as supervisors. 


Facilitate setting “4 new units and branches as well 


as the transfer and promotion of employes. 


. Encourage suggestions and improvements. 


B. TYPES 
1. What are the different types of manuals? 

a. Policy manuals which set forth company policies or 
rules of conduct. A personnel manual is an exam- 
ple of this type. 

Organization manuals which define the functions 
of the various parts of the organization, as well as 
the relation of these parts and individuals to each 
other. An organization chart is a form of this type 
of manual. 

Procedure manuals which are systematic and orderly 
presentations of the standard practices and routines 
developed for handling operations and processing 
work. 


2. What types of procedure manuals are there? 

a. Guide manuals which indicate what to do or how 
to handle matters under the specific circumstances 
and conditions indicated. Examples are classifica 
tions of accounts, cost accounting manuals, dictators 
and stenographers manuals, order preparation man- 
uals and forms manuals. 


Work flow manuals which reflect the operating 
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steps involved in the processing of work from one 
point to another in the organization. These man- 
uals may cover intradepartmental as well as inter 
departmental operations, such as the processing of 
applications, orders, and personnel-payroll records 
A flow chart is a form of this type of manual. 


types of manuals be combined? 

Yes. One illustration is a branch office manual 
which may reflect some or all of the features of all 
manuals depending upon the size and character of 
the branches. 

Another illustration is a combination organization 
policy manual which shows the r lationship between 
the various parts of the organization, the re 
lationship between the organization and its em 
ployes, and the relationship between the organiza 
tion and its customers 

Still another illustration is a combination sales-or- 
der manual for salesmen which reflects the com 
pany’s products, its policies toward customers and 
Metered procedures for taking and processing or 
de rs. 


4. What factors should be considered with respect to the 
combination of manuals? 

a. The different levels of personnel to which the ma 
terial is directed 

b. Publication and distribution costs 

c. Possible failure to reach effectively all interested per 
sonnel either by reason of restricting distribution or 
including irrelevant material so readers become dis 
couraged by the need for sifting out the data which 
apply to them 


C. PREPARED BY 


1. By whom can manuals be prepared? 
a. The operating staff 
b. A special staff whose work its restricted to manuals, 
procedures, systems, methods and standards. 


«. A combination of aandb 


2. What are the advantages and disadvantages of each? 


a. The operating staff secures an educational benefit 
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by developing its own procedures. Moreover, this 
approach does not have to be sold. However, this 
method may take longer since the staff has operat 
ing work to do and cannot devote full time to the 
manuals; divergent viewpoints must be reconciled 
which consumes time; unbiased consideration may 
not be achieved; personnel may not be equipped 
The special staff can concentrate, bring an unbiased 
viewpoint and provide properly equipped person 
nel. Disadvantages are possible antagonism on part 
of staff and the need for selling the program to 
all concerned. 


3. What are the qualifications for members of a procedure 
staff? 


a. 
b. 


Cc. 


f. 
g. 


An orderly, analytical mind 

An objective viewpoint. 

Broad knowledge of the company’s organization and 
operations. 


Sound background of business organization and ad 
ministration. 


Ability to write clearly and concisely. 
Ability to get along with others. 


Perserverance. 


D. APPROACH 


1. What factors should be considered in approaching the 
preparation of a manual? 


b. 


Cc. 


d. 


c. 


f. 


Purpose to be achieved. 
Persons for whom intended 
Organization of contents. 
Form of presentation. 
Manner of introduction 


Distribution and revision. 


2. What should be covered in manuals? 


What is to be done. 

When work is to be done. 

Where it is to be done. 

Who is to do it. 

How it is to be done. 

Why (when it is necessary to explain). 


3. Should the preparation of manuals be restricted to one 
function or department at a time? 


a. This depends on the nature of the organization and 


its work, the competency of operating staff and the 
size and competency of the procedures staff. 

If the work is done by a special procedures staff and 
the staff is small, it may be necessary to restrict the 
preparation of manuals to one project at atime. 

If sufficient staff is available, several projects may 
be started and kept going at the same time. 


4. What are the “don'ts” to be avoided in preparing a 
manual? 


a. 


Don’t make the manual too detailed else it will dis 
courage use by the operating staff and require con 
stant minor revisions. 

Don’t make it dithcult to find material in the man 
ual. 

Don't make the manual difficult to keep up to datc 
Don't make it difficult to read—use the language 
of the reader—avoid nontechnical terms where 
possible. 

Don't make the manual too delicate to withstand 
hard wear. 





E. PREPARATION 
1. How should manuals be developed? 
a. Make an organization chart of the part of the or 
ganization to be surveyed. 
b. Enlist the cooperation of the person in charge by 
discussing the survey with him. 
c. Secure the cooperation of the statf 


2. What are some of the ways in which a survey may be 
conducted where there are no existing procedural 
guides? 

a. By having cach employe fill out a questionnaire 
setting forth his duties and the time spent on each 

b. By having a statement prepared relative to the 
preparation or use of each form 

c. By making a desk-to-desk tour and interviewing 
cach employe. 





d. By a combination of all these. 


3. What should be avoided in making a survey? 
g Y “| don’t want this generally known, but | secretly 


a. Reliance upon irresponsible opinions, generaliza ably 
P I own the coffee shop downstairs. 
tions and observations. 


. . . . . * . . 


b. Antagonizing the staff. 


By } reparing cach section as though it were a com 


4. What form can the results of a survey take? ( 
plete manual in and of itself 


An outline 
A narrative statement . Of what importance is the proper order of presentation? 
A flow chart 1. Reference will be facilitated 

Notes of oral discussions b. A clearer understanding will be promoted 

A collection of existing bulletins c. A better basis for training will be provided 


A combination of any or all thes« 
Should forms be reflected in the body of the manual or 


5. What are some of the factors to be considered in ana as part of the appendix? 


lyzing the results of a survey? a. It is preferable for cuts of forms to be shown im the 


body of the manual. This makes for ready reference 
a clearer understanding, easier reading and enables 
aig the reader to follow more readily the steps involved 

. I hysical equipment mn compl ting the forms. 

d Space layout and working conditions » Cuts of forms should be used because the forms by 

€ Timing and scheduling reason of differences in size and material are too 

bulky and do not lend the mselves to use in a Man 
F. FORM-GENERAL ual. 
1. What are the primary considerations with respect to the 
form of a manual? 
It should: 


a. Policies. 


b. Forms, records and reports 


Are illustrations, other than forms, helpful and should 
they be used in the same manner as forms? 
: a. Yes. Illustrations such as charts and sketches break 
a. Use the active voice 

the monotony, make for casier understanding and 
b. Refer to job titles rather than names as iy Mee a 


c. Be arranged according to natural operations 
Should a standard pattern be used in each section 


throughout the manual? 

a. Yes. A uniform pattern of presentation in cach see 
tion will enable the staff to become familiar with 

Refer clearly to forms and show illustrations ot 

) the manual sooner than otherwis« 

forms. 

Show exceptions clearly and in such a way ay not G, STYLE AND APPEARANCE 

to confuse the reader. 1. What are the important elements in developing the 
h. Provide elasticity for additions and changes proper writing style and appearance? 
1. Be effectively numbered. a Simpl ity, CONCcIScNness short sentences, short para 
graphs, illustrations. 


d. Be as short as possible but long enough to be ad 
equate, 


Be graphically illustrated as much as possibl 


j. Be completely indexed 


k. Be looseleaf type, firmly bound b. Underscoring and capitalization for emphasis 


I. Be inexpensive Liberal use of titles and subtitles 
d. Wide margins, proper indentations and 
2. How can the proper order of presentation be assured? read” spacing 
a. By preparing an outline of the information to be (etaisianad oti bide 
included and the order in which it will be shown 


b. By dividing the manual into sections, one for each CONTROLLER. 


major Operation 








A Date to Watch 


Beginning July 1, most business men paying excise taxes 
may file returns quarterly instead of monthly, according to 
an announcement by T. Coleman Andrews, Internal Rev- 
enue Commissioner, He said it is expected this will cut the 
number of excise tax returns handled by the Revenue Bureau 
to 214 million from the previous total of 71/4 million per 
year. The reduced paper work will save the government an 
estimated $1.3 million. 

Commissioner Andrews pointed out that some taxpayers 
still will have to file excise tax returns monthly, or even 
oftener, and all will be required to make at least estimated 
payments monthly. 


“Breather” for the Breathless 

“Big business’ will get its long-awaited breathing spell 
and have an easier time answering antitrust charges under 
the Eisenhower administration. So declares John Perry Mil- 
ler, Professor of Economics at Yale University, who recently 
called for a thorough re-assessment of federal law pertain- 
ing to business in order to bolster the competitive system. 

“We need initiative, not apathy on the antitrust front,” 
Professor Miller said. “We need a continuous enforcement 
of the antitrust laws and a continuous amplification of the 
law to fit new situations and our new understanding of the 
problem.” 

Key members of the Eisenhower administration, recruited 
from “big business,’ will naturally be more sympathetic to 
business than their predecessors, he stated. Added to this are 
the increasing signs on all sides of a re-evaluation of the place 
of big business in our society, most of it favorable to the busi- 
nessmen. The contributions of big business to the war and 
defense efforts since 1940 are beginning to counteract the 
criticisms fired at the big industries during the 1930's, he 
said, 


Women: Here to Stay 

More women were employed during 1952 than in any 
previous year in the country’s history, according to The Mu- 
tual Life Insurance Company of New York. Nearly 19 mil- 
lion women and girls had jobs in business, industry and agri- 
culture last year, the company reported. This compared with 
the previous peak of 18,850,000 who worked during the 


war year of 1944. These are annual averages, but the record 


shows that 1952 topped 1944 in seven months out of twelve. 
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Keep Those Records 

A recent issue of the Federal Register (March 14) pointed 
out that business records involving the Controlled Materials 
Plan, as well as OPS requirements, should be retained at 
least until April 30, 1955. 

And now is the time 

if you are a manufacturer, to review your records 

regarding payrolls and value added by manufacturer. The 
next census of manufacturers, for 1953, will begin at the 
turn of the year. It is the first since the 1947 coverage. Be- 
cause many firms had problems developing the needed in- 
formation for that most recent census, due to the heavy de- 
mands on personnel during the war years, the Bureau of the 
Census (Washington 25, D. C.) has developed a booklet 
telling manufacturers what material they should have avail- 
able at the end of the year. A specimen report form is also 
yours for the asking. 


A Tale of Two Eras 

When first we noted, recently, that the personal income 
tax, Uncle Sam's number one revenue producer, is 40 years 
old this year, we were moved to comment something about 
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“life begins at. ’ Then we switched to the “good old 
days” theme. 

We noted that in 1913 a married person with two de- 
pendents and a net income of $5,000 paid a tax of $10. To- 
day this person, according to compilations by the National 
Industrial Conference Board, would have his income cut by 
a $577 federal tax—and that doesn’t count a further reduc- 
tion in his income due to local and state levies in many areas. 

The chart above carries the sad tale. —PAUL HAASE 





Photofinishers reduce bookkeeping 
costs 85% with Recordak Microfilming 


Another example of the way 65 different types of business 
— thousands of concerns —are simplifying their routines 
with this unique photographic process 


ie 


Your business? 


Regardless of its type or size, you should 
investigate Recordak microfilming soon. For 
the chances are this truly remarkable photo- 
graphic process is already simplifying routines 
which are similar to yours. 

Write today for detailed information on the 
process... and the versatile line of Recordak 
Microfilmers now offered on a surprisingly low- 
cost purchase or rental basis. Recordak Corpora- 
tion (Subsidiary of Eastman Kodak Company) , 


444 Madison Avenue, New York 22, N. Y. 


JEFORE the photofinisher can deliver an 
order to any one of the stores which serve 

as his agencies, he must have a complete record 
of the information listed on each “snapshot” 
envelope. This includes the notations made by 
the agent. . . and the price information added 


in his own shop. 


An expensive bookkeeping set-up used to be 
necessary to transcribe these facts manually. Even 
so, bottlenecks—and mistakes—were frequent. 

Now... with a Recordak Junior Microfilmer, 
the photofinisher gets a LOO% accurate and com- 
plete record of 40 or more envelopes in a minute's 
time. And to prepare each agent’s bill, a clerk 
simply lists the per-envelope charges on an adding 
machine... and sends the tape along with the 
completed order. Result: bookkeeping costs are cut 
85% ... the photofinisher has an error-free film 


record ... and agents gel faster service. 


“"Recordak” is a trade-mark 


SRECORDERK 


(Subsidiary of Eastman Kodak Company) 


originator of modern microfilming— 
and its application to accounting systems 





The Place of Research in Business 


J. T. Miller 


‘ss DISCUSSING WITH YOU the place of 1 
search in business, let me establish im 
mediately che kind of research about 
which I want to talk. “Market research” 
as a general term might be the label, but 
actually I'm going to cover a much broader 
field than market research alone. 

Research as we use it at Meredith's ts a 
tool having many applications in the busi 
ness of publishing our two magazines, 
Better Homes & Gardens and Succe syful 
Farming, along with the many books we 
edit and print 

Here is a definition I've used for many 
years. It is not original with me but cer 
tainly it describes in general terms the ob 
ligations carried by our Research Division 
at Meredith's 

“Picking the essentials from a mass of 
data and information acquired through 
experience and and applying 
these constructively toward the solution of 


rescan4r h 


problems encountered in the operation 
and plans of our company 

Is research as an organized activity 
really needed in business operation today ? 
I think a comment made a year or so ago 
by H. D. Everett, Jr., Director of Market 
ing Research, Ford Motor Company, ex 
presses very clearly my own feeling on 
this 

“In today’s situation with all the un 
certainties of a changing economy and 
with no similar experience to guide us, it 
is morc important than ever that market 
ing research be called upon to determin 
the nature and extent of distribution prob 
lems and opportunities 

“Management and marketing peopl 
must have as much information as possi 


ble about such things as consumer likes 
and dislikes, the possibilities of product 
substitution, the relative need for retail 
outlets and many others before they can 
reach sound decisions and take effective 
action.” 

Another question—In what sort of 

business climate’’ can research be ex- 
pected to operate with full effectiveness ? 
Certainly not in a company where its ac- 
tivities and findings are regarded with sus 
picion or with tolerance. 

To be fully effective, two prerequisites 
are needed: 

1. A frame of mind on the part of top 
management which recognizes the need 
for facts on which to base decisions. 

2. A sales management which is hon 
estly, intelligently, seeking facts which 
will help to make sales. Frankly, this is not 
always the case. It used to be much less 
true than it is today but there are still (in 
the biased judgment of a_ researcher) 
some who pay lip service to research and 
stop at that point. It is easy for some 
sales executives to accept those research 
findings which support their opinions and 
prejudices, reject those with which they 
are not 1n agreement 


So much for the broad statement of 
functions and fundamental attitude to 
ward the place of research in business 


SPECIFIC FUNCTIONS OF RESEARCH 
Now let's take a look at some of the 
specific functions can be ex 
pected to perform. These functions are 
not intended to define a// the responsibil 
tics a research department should have 


research 


J. T. MILLER, director of Research for Meredith Publishing 
Company, Des Moines, lowa, during his 27 years with 
the company, has been responsible for much original re- 
search in fields related to the interests of Meredith’s two 
magazines, Better Homes & Gardens and Successful Farm- 
ing. Raised on a western Nebraska ranch, Mr. Miller's 
broad business and personal background, in addition to 
his work at Meredith, includes retail and specialty sell- 
ing, three years’ active duty in the Navy during World War 
ll and a “stretch” as an independent marketing consultant. 
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Neither can it be said that those listed are 
necessarily proper for every individual 
business. 

Research, if it is fully effective, must be 
a flexible sort of operation. The research 
director and his management must recog- 
nize that his first and greatest responsibil 
ity is the designing and implementing of 
a research program to meet the needs of 
the company. 

These functions then represent areas 
which should be given serious considera 
tion as proper fields in which to let the re 
search operation find and develop its op 
portunities for effective work. 

1. Measuring Market Potentials. The 
capable researcher can determine with 
considerable accuracy the potential volum« 
of business to be had from many markets 
for specific products. This, of course, 1s 
not uniformly true but for most sales 
problems there are available reasonably 
satisfactory data by means of which sound 
contributions can be made. 

2. Setting up Sales Quotas, This ts a 
very common and proper function of the 
market analyst, and is related closely to 
his study of market potentials. 

3. Customer Research. Probably — the 
most important phase of modern market 
ing. The researcher can help to gain an 
understanding of customers which, for 
many companies, becomes the vital in 
gredient in the whole selling operation 
An increasing number of companies are 
recognizing the vital importance of going 
directly to customers and potential cus 
tomers as a No. | obligation in planning 
sales strategy. 

i. Analyzing Competition. Special and 
continuing studics to learn the relative 
strength of competitors, to become thor 
oughly informed as to their marketing 
practices, their advertising, their prices, 
their vulnerable points, etc. are sound re 
search responsibilities. In this arca a study 
of lost business can frequently be resultful 
indeed. 

5. Pretesting Products, Many businesses 
have found that it is possible to pretest 
new products on a small scale and that an 
experienced market research staff, work 
ing in close association with the sales and 
engincering people, IS especially compe 
tent to handle this type of work 

6. Forecasting. Many companies em- 
ploy the services of an economist. Such 
an individual functioning in the research 





staff can make important contributions to 
studying past trends and forecasting fu- 
ture trends. 

7. Statistical Studies. Highly significant 
contributions can be made by the research 
people based on internal and external sales 
statistics. From internal records, for ex- 
ample, data can be obtained by breakdown 
of sales by time intervals, by territories, 
by classes of customers, by types of prod 
ucts, etc. Statistical information can be 
maintained on cancellations, shipments, 
sales costs, etc. and these data can be 
broken down by branch territories, by in- 
dustries, etc. 

I suspect that in the Accounting De 
partments of some of your companies, 
records of this sort are currently being 
maintained. That's fine and if you do not 
have a research department there is no 
question as to whether your Accounting 
Departments should be carrying on such 
records. There is, however, an advantage 
in having the responsibility for such data 
in the Market Research Division even if 
the clerical data are handled by the Ac 
counting Department. The capable re 
searcher may be in better position to dé 
vote careful study and interpretation to 
just what these figures mean. 

8. Measuring the Effectiveness of Ad- 
vertising and Sales Promotion. Most busi 
ness concerns make heavy investments in 
these two functions. The research depart- 
ment can very logically undertake measure 
ments of the effectiveness of a company’s 
advertising and other promotional pro- 
grams. 


That's a rather sketchy and certainly 
incomplete list. I hope, however, it is com 
plete enough to serve at least as a re 
minder that there are indeed many busi 
ness functions which properly belong in 
a research department. 


WHAT ARE THE PITFALLS? 

This discussion of the research fune 
tion in business would not be complete 
without some mention of the pitfalls 
which beset the path of the researcher 
Believe me, 

Perhaps the deepest is that 
can solve any problem.” It isn’t true! Just 
because a problem can be defined is no 
that research can solve it. Sta 


some do exist 
researe h 


guarantee 
tistics, as such, never solved ay) problem 

research is not a synonym for magic! It 
can be effective in helping to solve prob 
lems—or it can fall flat on its decimal 
points. 

To be helpful, research must first of all 
be honest, and I mean completely ste/ 
lectually honest 

Secondly, it must work for and with 
management which recognizes the need 
for facts on which to base 


thirdly, it must avoid the pitfalls which 


de cisions, and 


occasionally beset it. 

The research director and his staff, if 
they are fully effective, must avoid lik 
the plague certain dangers 


1. Keeping himself buried in a mass of 
facts and figures—remaining a fine statis 
tician and a poor interpreter. 

2. Failure to develop methods and 
timing to present properly his findings 
and sell them to the right executives 

Sound technical performances are an 
absolute must, but ability to present. the 
material in the right fashion and at th 
right time are cqually essential 

3. Failure to build and maintain a sufh 
ciently broad appreciation of the problems 
facing his company can seriously limit the 
researcher's effectiveness. Research activi 
ties should be directed at the pertinent 
questions upon which the executives of his 
company really need factual help 

i. There are some habits and practices 
In carrying out which are just 
that—habits. This is not to say all thes« 
habits are bad, but the researcher who be 
comes a habits can very 
quickly find himself completely divorced 
from the realities of his company’s affairs 
He must constantly be studying new tech 
niques, developing better ways of doing 
the research job. 


research 


slave to these 


I think it is fair to say the current gen 
eration of research executives are a much 
smarter, more aggressive, 
group of characters than they were a few 
years ago. Believe me, 
Important developments are going on in 
this field as they are in most fields. It is 
certainly the responsibility of the research 


le SS a ade Iii 


they need to be 


people to avoid such pitfalls as I have 
briefly listed. 

In summary, then, I'd like to point out 
that research properly done and properly 
used can (1) Help to make decisions and 
(2) Help to understand peopk 

We are operating today in a phase of 
our business economy which is indeed full 
of uncertainties and changes. I am 
vinced that it is and will continue to be a 
growing economy. New markets are de 
veloping, new buyers are constantly mak 
ing their appearance. The people we knew 


con 


as customers yest rday are not necessarily 
like the people who make up our markets 
today. 

We are selling to a parade, not a mass 
mecting, and the successful seller of goods 
and services today must in some fashion 
keep constantly abreast of the changes 
that are going on. Your company’s ability 
to do that is the key to your company’s 
success or failure. 

Research is not a cure-all for every bus: 
ness problem: research is a tool. If it 1s 
well designed and intelligently used, it ts 
a tool of very great importance. Control 
lers and research men have much in com 
mon; together they can go a long way by 
contributing their concerted effort to the 
successful operation and future planning 
of their companies 

There is a place in every business for a 
research operation and I commend to the 
controller a keen and sympathetic interest 
in the research function. 


ACCOUNTANT EXPLAINS RESEARCH COST CONTROL 


Management can use budgeting and cost principles to 


control research and development expenditures as well as 


manufacturing and selling costs, according to a paper, ‘Con 


trolling Research Costs with a Budget,” by Adolph G. 
Lurie in the March 1953 Bulletin of the National Associa 


tion of Cost Accountants 


For nine years controller of Westvaco Chemical € orpora 


tion, Mr. Lurie ts a supervisor on the tax and special service 
staff of Alexander Grant & Company, New York certified 
public accountants, and is a member of the New York ¢ hap 


ter of the National Association of Cost Accountants. 


He outlines six methods whereby management can deter 


mine the total research expenditure. The budget should be 


broken down by types of expenditure (payrolls, materials 


other direct costs), and by projects (usually improving ex 


isting products, new products, and pure research) 


“Cost records are advisable, as well as monthly or quar 


terly cost reports similar in form to the budget,” Mr. Lurie 


advises, ‘so that those responsible for the functioning of the 


research department can control expenditures and determine 


the funds available for subsequent operations.” 


With such budgeting and reporting the research director 


can plan ahead, and management can guide research toward 


goals of corporate growth and improved earnings 
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Direct Costing: Advantages and Disadvantages 


A stuby OF Direct Costing prepared by 


the research staff of the National As 
sociation of Cost Accountants, under th 
direction of the N.A.C.A, Committee on 
Research, headed by Charles H. Gleason 
controller, Parts Division, Sylvania Ele« 
tric Co., Warren, Pa., 
as part of a research program in this field 
Mhis study is exploratory and attempts only 
to report the findings to date about direct 
costing and to present reasonable conclu 
sions that can be drawn therefrom 
The study began with a review of the 
literature on the subject. Field interview 
ers then studied the operation of direct 


was rece ntly released 


‘‘How we hated Friday . 
the week’s work. 


costing in 18 companies, ranging from 
one having less than 500 employes to onc 
which employs approximately 30,000. 


ADVANTAGES 

The study concludes that the advantages 
of direct costing are as follows: 

1. Cost-volume-profit relationship data 
wanted for profit planning purposes are 
readily obtained from the regular account- 
ing statements. Hence management does 
not have to work with two separate sets of 
data to relate one to the other. 

2. The profit for a period is not af 
fected by changes in absorption of fixed 
expenses resulting from building or re 


—* 


. knocking ourselves out to clean up 


“Then the Marchant man showed us how much time a 
Marchant Calculator would save us. 


“It's so simple to run.. 


. the very first day we were turning 


out accurate work much faster than ever before. 


“Even though our figurework load is getting heavier, our 
Marchants keeps us out of that old end-of-the-week jam. 


“Happy Friday to you all!” 


(MARCHANT we. 


The MARCHANT MAN in your phone book is ready to 
show you, on your own work, that MARCHANT is the 
simplest calculator to operate, yet delivers the highest 
figure output. Call him or mail this coupon with your 
business letterhead to get your FREE 


Guide to Modern Figuring Methods 
illustrated Booklet about Marchant Calculators 


: MARCHANT CALCULATORS, INC. - Oakland 8, California 


MARCHANT'S MANY 
EXCLUSIVE FEATURES 
INCLUDE: 

“Push-Button”’ 
Multiplication 
CompleteT hree-Dial Proof 

One-Hand 
Keyboard Control 








ducing inventory. Other things remaining 
equal (e.g., selling prices, costs, sales mix ) 
profits move in the same direction as sales 
when direct costing is in use. 

3. Manufacturing cost and income state 
ments in the direct cost form follow man 
agement’s thinking more closely than does 
the absorption cost form for these state 
ments. For this reason, management finds 
it easier to understand and to use direct 
cost reports. 

The impact of fixed costs on profits 
is emphasized because the total amount of 
such cost for the period appears in the in 
come statement. 

5. Marginal income figures facilitate 
relative appraisal of products, territories, 
classes of customers, and other segments 
of the business without having the results 
obscured by allocation of joint fixed costs. 

Direct costing ties in with such ef 
fective plans for cost control as standard 
costs and flexible budgets. In fact, the 
Hexible budget is an aspect of direct cost 
ing and many companies thus use direct 
costing methods for this purpose without 
recognizing them as such. 

Direct cost constitutes a concept of 
inventory cost which corresponds closely 
with the current out-of-pocket expendi 
ture necessary to manufacture the goods 


DISADVANTAGES 

Certain disadvantages of the system 

tending to delay its acceptance are: 

Difficulty may be encountered in dis 
tinguishing the fixed costs. In particular, 
certain semivariable costs may fall in a 
borderline area and more or less arbitrary 
classification may be considered necessary 
in order to arrive at a practical determina 
tion of fixed and variable components. 

Complete manufacturing costs are 
not determined in the process of costing 
production, and supplementary allocation 
of fixed overhead on normal or some other 
volume base must be made to provide 
product costs for long-range pricing and 
other long-range policy decisions. 

3. Serious income tax problems may bc 
encountered if a change is made from full 
cost to variable cost for costing inventory 
and definite rulings are not available for 
guidance. 

4. Some accountants question the a 
ceptability of direct cost as a basis for 
costing inventory in financial statements 
prepared for stockholders and the public 
at large. However, extensive interest in 
direct costing has arisen very recently and 
opinion with respect to this question has 
not crystallized at the present time. 


RELATED READING 
“Direct Costs as an Aid to Sales Man 
Jonathan N. Harris. THE 
October 1948. 
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Nadler Cites Danger 
in Private Debt Rise 


Private indebtedness, which has been a 
matter of concern in government and pri 
vate quarters, “has not reached a level 
dangerous to the economy,”” Dr. Marcus 
Nadler, consulting economist to Hanover 
Bank, declared recently. 

In a report on “The Rise in Private 
Debt,’ he explained that the growth in 
corporate debt was accompanied by even 
larger increases in gross national product, 
fixed assets, working capital and profits. 
In addition, he said, ‘‘a large percentage of 
orporate capital expenditures was f- 
nanced from internal resources.” 

Dr. Nadler admitted, however, that in- 
lividual indebtedness has risen at a faster 
rate than that of corporations. “In part,” 
he said, “this reflects the large volume of 
home construction and the increase in the 
standard of living of a large number of 
people.” 

The sharp increase of home mortgage 
debt in itself need not cause great concern, 
but, he pointed out, “it is quite evident 
that a decline in business activity, accom- 
panied by an increase in unemployment 
and declining real estate values, would 
ause a rise tn mortgage delinquenc 1s and 
foreclosures, and, thus, losses to borrow 


ers and lenders.” 

Business activity, he concluded, “has 
been greatly increased and stimulated by 
the sharp increase in private indebtedness, 


but the growth of debt, particularly that 
of individuals, cannot be maintained at a 
pace of recent years.” 


Payne Elected SAM President 


Bruce Payne, president of Bruce Payne 
& Associates, Inc. of Westport, Conn., has 
been elected president of the Society for 
the Advancement of Management. Mr. 
Payne, who is also president of Bruce 
Payne & Associates International, Inc., 
with offices in Rio de Janeiro, Brazil, was 
represented in the April 1953 issue of 
THE CONTROLLER by an article entitled 
‘Building and Maintaining a Successful 
Organization.” 

Serving with Mr. Payne during his term 
as president of the Society will be the fol 
lowing officers: 

George B. Estes, executive vice prest- 
dent. Mr. Estes is chief industrial engi 
neer, Whitin Machine Works, Whitins 
ville, Mass.; J. B. McNaughton, secretary 
He is industrial engineer, Jeffrey Manu 
facturing Co., Columbus, Ohio; and John 
B. Joynt, treasurer. Mr. Joynt is manager 
of administrative engineering, American 


Enka Corp., Enka, N. ¢ 





APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 


BOSTON 6 CHURCH STREET ATLANTA 


PHILADELPHIA NEW YORK.N.Y. CHICAGO 
PITTSBURGH ST. Lours 
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HOW MUCH DOES IT COST ? 


How much do you really know about the cost of gather- 
ing papers? On this page you will find four different 
ways to collate papers—at least one method is 
typical of almost every office. If your method is any- 
thing other than the one illustrated in the lower right 
hand corner, your company is spending hundreds of 
dollars needlessly every year—to say nothing of the 
annoyance, wasted time, and mad scramble to meet 
last-minute deadlines. If. you are interested in verified 
dollar savings of from 40% to 70%, and over 500% 
increase in efficiency, just return the coupon below 
for full obligation-free information. 


This is the 
This is the THOMAS MECHANICAL METHOD— 
GATHERING TRAY METHOD fast, convenient, efficient and accu- 
rate... savings of 40% to 70%, 
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Financial Planning and Control: A System of Four Levees 


(Continued trom page 269) 


part. It may be said that they are much 
more conscious of earning-power targets 
than companies carrying multiple-product 
lines. Once the construction project ts s 
cured, close controls are generally estab 
lished in order to preserve the profit ol 
pective 
Experience 
during the period of construction 
concerns operate literally under continuous 
danger of breaking through their levees 
In these circumstances, there 
usually emerges another objective and this 
one has to do with money in business. The 
objective which I have in mind is th 
unavoidable, burning necessity of mecting 
the payroll. It has been observed that such 
concerns operate in this manner for long 
periods of time, casting about wiih seem 
ing desperation; secking sources of funds 
in the ee of additional prepayments or 
price adjustments; secking extreme mat 
ginal bank loans, often guaranteed by per 
sonal endorsements of officers; all to the 
end of keeping within the system of levees 
Thus, we find that relatively small con 
cerns, far removed in their characteristics 


that 
suc h 


also shows, however 


at any time. 


from such operations as the Chesapeake 
and Ohio Railroad, or an established mul 
tiple-product line corporation, have an 
acute need for an adequate system of fi 
nancial control. They, too, need a system 


of strong levees to keep their business de 
cisions and actions within the sound chan 
nel of the river bed. 


THE WELL-HEELED COMPANY 

At this point, the question might well 
be raised: “What about so-called well 
heeled companies?” Was there ever a 
company so well hecled that it could find 
no value in financial planning and con- 
trol ? 

Perhaps we should first weigh, for a 
moment, the meaning of “well-heeled.” 
Presumably, it means that funds would b« 
available for any conceivable purposé 
without borrowing or issuing additional 
capital stock. 

Let’s accept this limited definition of 
well-heeled. It takes us right back to the 
levee just discussed, that is, of targets for 
moncy in business. If the appraisal of be- 
ing well-heeled is justified by large sums 
of capital already on hand, then we might 
well inquire: “What is this capital doing 
now ?” Obviously, if it is idle, or if it is 
invested in securities earning a lower re 
turn than that produced by the business 
itself, then we might go on to find out 
whether wasteful use is being made of 
capital. We should bear in mind that in 


the case of funds withheld from. stock- 


holders, no less than in the instance of 
new capital raised through sale of securi 
ties, rigid yardsticks should be applied in 
screening out its current or prospective 
utilization. In other words, in a well 
heeled company, management has_ the 
same responsibility for obtaining maxi 
mum utilization of capital as it has for 
new funds sought in the financial market 
places. It has the same urgent need of sup 
port of financial levees to keep the flow of 
its business decisions and actions within 
the sound channel of the river bed. 

On the Chesapeake and Ohio we have 
found that the application of the concept 
of the four levees has been very construc 
tive in moving us toward an effective sys 
tem of financial planning and control. 

There may be some who snort “Why 
waste time on all this talk about objec 
tives ? Our first objective (earning power) 
is ‘as much as possible’; our second 
(money in business) is ‘as /iftle as possi 
ble’!”’ 

If this be your reaction, I urge you to 
re-examine critically your entire system of 
levees. You may find a lot of work going 
on under the label of financial planning 
and control; Swf instead of having the se 
curity of a strong system of levees, there 
may be an isolated series of sandbags!!! 

a 








n 
vargest 
br rapulatin 
in the countty 





ependent 
ry service 


ESTABLISHED 1933 + 


It Happened One Week-end 
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How to protect yourself : 
from Inventory Losses 


IBM STRAIGHT-LINE MACHINE PROCEDURES 
BRING CONTINUOUS ACCURACY... CONSTANT CONTROL 


The businessmen who use IBM machines for inventory accounting are the ones best 


able to maintain an efficient balance between supply and demand. 


surplus inventory ... from losing orders 
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for obsolete stock. SOT They know these things because IBM Account- 


stock status and inventory activity. Inventory control reports are 


“5 


in complete agreement with accounting reports. because the same & 


cards—and the same machines—are used for both purposes. 


j , And with IBM Electronic Machines, they do their pricing and extending 
_, 
262 


( nF automatically. They even put high-speed electronics to work in taking 


physical inventory. 


Any industry gains from IBM Inventory Accounting 


INTERNATIONAL BUSINESS MACHINES 
590 Madison Avenue, New York 22, N.Y. 





A Report on OFFICE MANUALS 


(Continued from page 275) 


H. PRINTING AND BINDING 
1. What factors should be considered in connection with 
printing and binding? 
a. The size of the stock should be in keeping with 
other company publications and files except where 
a variation would facilitate use. 
The paper should be durable but not expensive. 
The sept should be inexpensive because there 
will be many changes. 
Section dividers and subdividers should be pro- 
vided to facilitate reference. 
Space for expansion should be considered in con- 
nection with binders. 
The binders should be sturdy—ring binders should 
have ample rings to prevent tearing. 
Binders should be inexpensive because of wide us- 
age. 


|. NUMBERING AND INDEXING 
1. What are the factors to be considered in connection with 
numbering? 
a. Ready reference. 
b. Flexibility with respect to additions, deletions and 
revisions. 


c. Simplicity with continuity. 


2. What should be numbered? 
a. Sections, pages, subjects and paragraphs 
paragraphs in some cases 


even sub- 


3. What are some numbering methods? 
a. Dewey decimal system, i.e., 1., 1.11.11 
1.21 1 .22—1.23. 
b. Combinations of le:ters and numbers to denote par- 
agraphs, sections, pages and subject. 


4. Why is it important to develop a good index? 
a. The index is the compass—-it points the way. 

b. A good index can save time and money—search- 

ing is costly 

Difhculty in finding data will discourage use of the 


manual. 


5. What indexes can be used? 
a. A master index in alphabetical order and a master 
index in subject order. 
b. A master index of forms in alphabetical order and 
also in form number order. 
A section index in order of presentation including 
reference to forms 


J. DISTRIBUTION 
1. What factors should be considered in connection with 
the distribution of manuals? 

a. Publication should be properly related in time to 
the notice of the program to the staff and the in 
stallation of the procedures 
Maintenance of current check lists to reduce publi 
cation costs and to insure effective use of manuals 


to clean 


Periodic inquiries as to need for manuals 
out “deadwood” due to organization and personnel 
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changes and to assure proper people receiving 
copics. 

d. The different levels of personnel to which manuals 
or parts thereof are to be directed. 


2. To whom should manuals be distributed? 

a. Organization and policy manuals only to executive 
personnel. 

b. Guide manuals only to those directly concerned. 

c. Work flow manuals only to supervisory personnel 
Operating personnel should be given only those 
parts which directly concern their work or is re 
lated to it. 

d. Combination manuals to those directly concerned 


K. REVISION 
1. What factors should be considered in connection with 
the revision of manuals? 
a. Establishment of the proper central authority to be 
responsible for all revisions. 
b. Prompt issuance of revisions to insure current poli 
cies being reflected at all times. 
Coordination of revisions when they involve more 
than one department or function to assure com 
plete understanding. 
d. Effective editing to assure the fact that the published 
revision correctly reflects the intent. 
e. Dating and proper identification of all revision 
sheets to facilitate replacement of old material and 
determination of most current data. 


2. What is the best way to report changes? 
a. By replacing entire sheets. 


3. Isn‘t this an expensive procedure? 

a. Yes at first—in the long run it will be cheaper be 
cause the manuals will be usable and up to date at 
all times. 

b. Gummed inserts, typed advices, etc., may seem 
cheaper but will produce a chaotic condition over 
a period of time as a result of the gummed inserts 
working loose, changes not being made, and old 
regulations remaining. 


L. GENERAL 
1. How can manuals be prevented from becoming obsolete? 

a. By constant vigilance. 

b. By arranging for centralized control of all changes, 
forms, etc. 
By reporting changes, additions and deletions 
promptly and clearly. 

d. By issuing periodic check lists. 

e. By internal audit. 


2. To what extent should internal auditors be concerned 
with manuals? 
a. They should check to see that the manuals are kept 
up to date and that the staff is complying with the 
established procedures. 


* * * 


For convenience in delving further into this subject, a short 
a is appended on the facing page. This should not be 
construed as a complete list however, as there are many other 
publications which make reference to this important subject. 
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Suddenly fire strikes! 








and destroys your vital records. 





Could your business 
SUIVIVG ? Few CAN! 


You may have ample fire insurance — yet a fire could put 
you out of business! For fire insurance covers only the 
cost of rebuilding...for the replacement of stock, furni- 


ture and equipment destroyed by fire. 


Unless your essential business records are also insured you 
would have to replace them at your own expense ...a 


cost most businesses cannot afford! 


Qur Valuable Papers Policy pays for the replacement of 
all insured papers. films. documents, and other business 
records which have been destroved., damaved or lost. Our 
\ecounts Receivable Insurance pays all sums that cannot 
he collected from customers beeause the records have 
been destroved. Either protective feature may be pur- 
chased separately or both together in one poliey, 
lomorrow may be too late to get this vital business pro- 
tection. Call our agent in your community or write 


for his name! 


For the best in protection... 


Call your American Surety Agent! 


100 Broadway, New York 5, N. Y. 
FIDELITY - SURETY - CASUALTY © INLAND MARINE - ACCOUNTANTS LIABILITY 


AVIATION INSURANCE THROUGH UNITED STATES AVIATION UNDERWRITERS. INC 








Watchword in 
Washington is 


WARDMAN 


"Wardman Park" is a pleasant 
phrase of recognition to wise execu- 
tives with a mission in Washington 
Here, just 10 minutes from down- 
town, they relax to their heart's 
content after a busy day in the 
Capital . . and so will YOU 
Our acres of private grounds over- 
look beautiful Rock Creek Park, and 
our many services exist for only one 
reason—to help you rest well at the 
end of a care-filled day. Write, wire 
or phone for reservations 


Vrdnan in 


HOTEL 


CONNECTICUT AVENUE 
at WOODLEY ROAD, N.W. 
WASHINGTON 46, D. C. 
Frank E. Weakly, 
president 
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Government, Bankers Lay Plans to 
Fight Embezzlement Losses 


Plans to assist banks in reducing em- 
bezzlement losses were recently outlined 
to representatives of government and 
banking organizations by J. Ross Hum- 
phreys, president of the Bank Share 
Owners Advisory League. The mecting 
was attended by representatives of the Fed- 
eral Deposit Insurance Corporation, Comp- 
troller of the Currency, Federal Reserve 
System, American Bankers Association, 
National Association of Supervisors of 
State Banks, and National Association of 
Bank Auditors and Comptrollers. 

Mr. Humphreys, who is also president 
of the Central National Bank of Chicago, 
explained that the meeting had no official 
significance insofar as any government 
agency was concerned, and its purpose was 
to provide both federal and banking in- 
dustry organizations with information con- 
cerning the plans and objectives of the 
Bank Share Owners Advisory League, 
which are twofold: 


1. To provide an educational program 
for banks to use in their own employe re- 
lations work in combating embezzlements, 
and thereby encourage better audit con 
trol as a deterrent to embezzlement losses. 








Cave Time & Worry 


if you are responsible for your company’s Insurance Program. 


Have a Jamison Audit made of your entire insurance re- 
quirements so as to be sure that 


1. All large loss exposures are properly insured, 


2. Full advantage has been taken of the new 
plus” rating plans, 


3. And premium costs are in line. 


Also advice on special insurance problems on a professional 


fee basis. 


HERBERT L. JAMISON & CO. 


Insurance Survey, Audit and Advisory Service 
270 MADISON AVENUE, NEW YORK 16 


‘COSt- 








2. To make available to bank members 
of the League excess fidelity insurance pro 
tection of $1 million per bank over the 
bankers blanket bond now recommended 
by American Bankers Association. 

Mr. Humphreys explained also that the 
over-all objectives of the League program 
are to better safeguard investments of bank 
shareholders through the prevention of 
bank failures resulting from embezzle 
ments. 

It was the consensus of those present 
that each of the federal and banking 
groups represented, should select a repre 
sentative to serve as a member of a com 
mittee to act in liaison between the respec 
tive groups and the Bank Share Owners 
Advisory League, so that prompt inter 
change of ideas might be effected in the 
future. 

Mr. Humphreys stated that the Inde 
pendent Bankers Association wished to be 
represented on the liaison committee pro 
posed in Washington, and that appoint 
ment has been made of Mr. Guy Sturgeon 
president of the Bank of Commerce at 
Sheridan, Wyoming, as the representative 
of the Independent Bankers Association 
on that committee. Mr. Sturgeon is im 
mediate past president of the Independent 
Bankers Association and is also immedi 
ate past president of the State Bank Divs 
sion of American Bankers Association. 

It was announced that Pat DuBois, ex 
ecutive vice president of the First State 
Bank of Sauk Centre, Minnesota, and Mal 
colm C. Engstrom, executive vice president 
of the First State Bank of Wausau, Wis 
consin, have been clected to the board of 
directors of the Bank Share Owners Ad 
visory League which now has approx: 
mately 200 member banks in 29 states 


T. C. Andrews Names 
Advisory Committee 


Formation of an Advisory Committec 
for Internal Revenue Bureau tax adminis 
tration was recently announced by T 
Coleman Andrews, Revenue Commis- 
sioner. 

The following are serving on Mr. An 
drews’ Advisory Committee: 

From the American Bar Association 
Thomas N. Tarleau, New York City; Jo- 
seph F. Blatt, Columbus, Ohio; Charles 
D. Post, Boston. 

From the American Institute of Ae- 
countants: Thomas J. Green, New York 
City; J. S. Seidman, New York City; Wal- 
lace M. Jensen, Detroit. 

From the Tax Executives Institute: 
Morris L. Rinehart, New York City: 
Frank Olds, Detroit; Frederick L. Patton, 
Cambridge, Mass. 
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Executive Turnover 
Increasing Rapidly 


Executives in American business have 
been changing their employment at a con- 
siderably faster rate postwar than prewar 
according to a research report on the sub- 
ject released recently by Booz, Allen and 
Hamilton, management consultants. The 
report states that “in the 1948 to 1952 
period, industry has been adding execu- 
tives 460° faster and losing them 29% 
faster than it did during 1938 to 1942” 
and points out that “postwar economic ex- 
pansion secms to have played an important 
part’’ in this, in view of the fact “that 
additional jobs for executives have been 
opening up over four times oftener post- 
war than they did prewar.” 

The figures are based on an analysis of 
executive turnover in the two five-year pe- 
riods, covering more than 1000 executives 
in 100 companies with 1952 sales volumes 
ranging from $50 million to several bil- 
lion dollars and representing 14 major in- 
dustries. 

Interviews with 422 job-seeking execu- 
tives-from presidents to department 
heads——revealed 28 separate reasons for 
moving. The four top reasons, by fre- 
quency, were: 

1. The desire to step up immediately to 
i bigger job with more responsibility ; 

2. To find greater opportunity for fu 
ture growth; 

3. To obtain increased income; and 

i. To terminate an unhappy situation 
involving policy differences. 


Newspaper Controllers to 
Meet in Montreal in June 


The 1953 National Spring Meeting of 
the Institute of Newspaper Controllers 
and Finance Officers will be held June 
17-19, in the Mount Royal Hotel, Mont- 
real, 

Two days of meetings and discussions 
will be featured. Highlight of the event 
will be a report by W. R. Hays of th 
Courier-Journal and Louisville (Ky.) 
Times, who will discuss the application 
by Louisville newspapers of the Southern 
Newspaper Publishers Association's sug- 
gested cost system. 

Three other speakers will also address 
the group, according to S. F. Chapman of 
Che Thomson Company, Ltd., Toronto, 
program committee head. Dr. B. Thall of 
the Toronto Daily Star will speak on 
Conversion to a Nine-column Page’ 
Professor H. D. Woods, director of the 
Industrial Relations Center of McGill 
University, will discuss ““The Place of the 
Controller in Labor Relations” ; and Hon. 
Camillien Houde, Mayor of Montreal, 
will be guest speaker at a luncheon on 
Friday, June 19. 

A. K. Buckland, comptroller, Montreal 
Standard Publishing Company, is in 
charge of arrangements for the gathering. 
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FOR SOUND INSURANCE 
PROTECTION 


of your interests in 
foreign lands 


AFIA protection, through its member companies 
is based upon professional observation and skilled 
interpretation of foreign laws and conditions. 


eFIRE 
eMARINE 
e CASUALTY 


Your agent or broker will be glad to get from AFIA 
full information on any specific risk. 











AMERICAN FOREIGN 
INSURANCE ASSOCIATION 


161 William Street ¢« New York 38, New York 





CHICAGO OFFICE: Insurance Exchange Building, 175 West Jackson Bivd., Chicago 4, Ulinois 
SAN FRANCISCO OFFICE: 98 Post Street, San Francisco 4, California 
WASHINGTON OFFICE: Woodward Building, 733 15th Street, N. W., Washington 5, D. C. 


AN ASSOCIATION OF AMERICAN CAPITAL STOCK FIRE, MARINE AND CASUALTY 
INSURANCE COMPANIES PROVIDING INSURANCE PROTECTION IN FOREIGN LANDS 

















ACCOUNTING AND THE LAW*#* 


Reviewed by EDWARD C, HUNT 
Attorney at law and CPA 
Controller, The Hanover Bank 
New York 


This is not a customary book. It is dif- 
ferent because it is an endeavor to breach 
the gap between the legal and accounting 
orofessions for the lawyer. For a technical 
book it is extremely readable. 

The authors, William C. Warren, act 
ing dean of the Columbia Law School, and 
Professors James L. Dohr and James C. 
Thompson of the Graduate School of Busi- 
ness of Columbia University, are obvi- 
ously well qualified to undertake the writ- 
ing of this book which covers practically 
every phase of accounting with copious 
legal case references to many phases. It 
likewise contains citations of accounting 
authorities such as the American Institute 
of Accountants, the Securitics and Ex- 
change Commission, and many of the 
well-known accounting books are fre- 
quently quoted. 

The authors also tried to differentiate, at 
least in certain cases, the law in different 
jurisdictions as well as the income tax law. 

Any accountant interested in bringing 
his knowledge of accounting up to dat 
would find the book informative, inter 
esting and, in the writer's opinion, ex 
tremely worth while. An attorney without 
some previous knowledge of accounting 
would indubitably find much food for 
thought, if he persevered with his desire 
to obtain a working knowledge of account- 
ing. 

The book contains adequate informa 
tion. It is divided into 34 chapters with a 
good index and a table of case references. 
The first chapter covers the problem as 
well as giving a partial bibliography of the 
material available. Subsequent chapters 
deal with the importance of accounting 
records from the business point of view. 


* Published by West Publishing Company, 
St. Paul, Minn. $10.00. 
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Organization charts are part of the con- 
text. The book then goes on to explain the 
various accounting records which are gen- 
erally known as books of original entry, 
with a few exhibits of the aforementioned 
records. The general ledger and subsidiary 
ledgers are then described and their func- 
tions defined. There are various illustra- 
tions of general ledgers and supporting 
subsidiary records. One would normally 
assume that great detail would be required 
to cover this material; however, the au- 
thors have done a superb job in condens- 
ing this to a very small part of the book. 
This might be criticized by someone en- 
deavoring to gain a good knowledge of 
accounting. 

The preparation of financial statements, 
including balance sheet, profit and loss 
and even consolidated statements, is next 
dealt with. In the illustrations of financial 
statements, figures from the outstanding 
companies in the country are used. The 
authors offer suggestions for the student 
in comprehending the illustrative material. 
Much space is given to the various meth- 
ods of pricing inventory and the merits 
and demerits of each method are covered. 
Many legal cases are quoted in developing 
the text. The chapter on inventorics ts 
very informative and covers most of the 
thinking of today on accounting for in- 
ventory, the tax angles involved and the 
legal concepts. 

There are short chapters on investments, 
deferred charges, contingencies, together 
with a plethora of legal references to as- 
sist the lawyer in understanding these 
phases of accounting. 

Plant and equipment, including the 
sources of funding capital requirements 
therefor, as well as depreciation, obsoles 
cence and depletion are exhaustively dis- 
cussed. Numerous court cases are digested 
where the aforementioned plant questions 
were under consideration. 

The liability side of the balance sheet 
is likewise thoroughly covered, Many 1l- 
lustrations are given of the net worth sec- 
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tions of many companies and the com 
plications arising in accomplishing top 
management's desires for their companies 
Reorganizations, mergers and other group 
ings are explained. 

In the latter chapters of the book, after 
the authors have oriented their reader in 
accounting and legal knowledge, they 
delve into some of the accounting prob- 
lems which arise in legal instrument prep- 
aration. The role of the auditor and his 
responsibility is likewise described. Cost 
accounting is also not overlooked as well 
as accounting and the law of evidence. 

The writer fully appreciates the project 
that the authors were encamped upon, and 
if one were seeking to criticize the book. 
he could base his derogatory comments 
on the fact that the authors have tried to 
cover too broad a scope in one book and 
that anyone without an unusual back 
ground would be overwhelmed with con 
fusion before completing the book. Th« 
reviewer was fascinated with every word 
in the book, however, and wishes to com 
pliment the authors very highly on their 
accomplishments. 


A SURVEY OF 
PENSION PLANNING* 


By Robert E. Sibson 


Recent changes in federal policies in 
connection with approval of pension 
plans, particularly the opportunity for em 
ployers to deal directly with their local tax 
office, have added additional interest to the 
ever-present subject of pension planning 

This survey of pension planning by Mr 
Sibson, published by Commerce Clearing 
House, points out that retirement plans. 
including federal social security, account 
for about ten per cent of the total wage 
cost in American industry today. The au 
thor emphasizes that he provides no pan 
acea to the pension problem, nor can he 
make available a model retirement plan 
He presents the issues and problems ot 
retirement planning, outlining alternative 
solutions where appropriate. 

In his series of chapters, Mr. Sibson dis 
cusses the problem of the older worker; 
the administrative nature of retirement 
plans; pension requirements, both as to 
membership and retirement; retirement 
benefits, including early, compulsory and 
disability retirement, and pension costs 
and evaluation of the pension program. A 
concise and informative check list con 
cludes the survey. 


* * ok 


Those interested in the subject will also 
wish to review a recently released booklet, 
“Pension Trust Procedures and Guide, 
which covers stock and profit-sharing 
plans as well. It is available from the Su 
perintendent of Documents, Washington 
25, D. C., at 10¢ per copy.—P. H. 

Commerce Clearing House, 214 N. Mtc/ 


12an Avenue, ( Ai 120, Ill £2.00 





EXCESS PROFITS TAXATION* 


This timely symposium volume is de- 
voted to consideration of the excess profits 
tax in both theory and practice. 

The first part of the volume is con 
cerned with the disadvantages and advan 
tages of an excess profits tax in terms of 
revenue productivity and equity, and the 
possibility of utilizing other forms of cor 
porate taxation in its stead. 

Parts II and III are devoted to a de 
tailed discussion of the computation of the 
tax, including the determination of the 
‘normal’ profits by cither the invested 
capital or average earnings method, and 
the adjustment of current income through 
carry-backs, carry-overs, exclusions, and 
deductions. 

The effects of the excess profits tax 
upon the taxpayers are considered in Part 
IV. Representatives of affected industries 
discuss the impact of the tax upon their 
particular types of enterprise—growing 
corporations, television, utilities, banking, 
retailing, special tooling, railroads. The 
need for relief provisions to alleviate hard- 
ship cases is also examined in detail. 

The volume concludes with a consider 
ation of the broader economic effects of 
the tax on production, industrial expan- 
sion, and business concentration. 

The majority of the participants felt 
that the excess profits tax as imposed was 
complex, inequitable, and harmful to the 
economy; others felt that it was a justifi- 
able emergency measure. This collection 
of informed opinion provides a valuable 
background for an intelligent judgment 
on the current question of the extension 
of the excess profits tax beyond June 30 
of this year. 

Mr. Kenneth W. Gemmill, member of 
the Philadelphia Bar, served as chairman 
of the symposium program commiuttec. 
The participants were: Alfred G. Buehler, 
E. Gordon Keith, Louis Shere, Beardsley 
Ruml, Ralph E. Flanders, Kenneth S. 
Reames, Alber B. Chapman, John Mc- 
Farland, Dan Throop Smith, Clarenc« 
Heer, Jacquin D. Bierman, E. M. Elkin, 
R. Gilbert Heebner, Clarence D. Laylin, 
W. Donald Jordan, Chester M. Edelmann, 
George S. Eaton, R. C. Beckett, Philip 
Cortney and Leon Henderson. 


* Published by Tax Institute, Inc., 457 Na 
au St., Princeton, N. J. $5.00 


MATHEMATICS OF RETAIL 
MERCHANDISING* 
By Bernard P. Corbman 


The author, who ts a senior instructor in 
the Retail Distribution Department of the 
State University of New York, has directed 
this book both to students who are pre 
paring to enter the merchandising field but 
lack contact with its practical aspects, and 
to students already working in the field 
who are enrolled in the training program 
of a retail establishment. Complete, de- 
tailed, but simple, explanations of the 
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mathematics underlying merchandising 
problems faced by the merchant, the man 
ager and the buyer are provided, including 
an appendix listing trade and cash dis 
counts and another providing a sample of 
a departmental operating statement 
* Published by The Ronald Pri ( 
15 East 26th Street, New York 10, N.Y 


OTHER BOOK ENTRIES 
STUDIES IN CosTING. By David Solomons 
Sweet & Maxwell, Ltd., 2 6 
London, W..C. 2, England. $5.95 


3 Chancery) 
Lane, 


THOMSON’'S DICTIONARY OF BANKING 
By R. W. Jones. Published by Phil 


\ophical Library, New York. $15.00 


The tenth edition of this 
cyclopedia of banking law and practice 


concise ch 


CORRECTION 

In the April issue of THE CONTROLLEt 
(page 187) mention 
booklets comprising papers presented at 
the Sixth International Congress on A: 
counting held in London, June 16-20 
1952. The address given for further in 
formation and booklet requests was that 
of the temporary offices of the Congress 
The correct address IS Derek du Pré, t 
Drapers’ Gardens, Throgmorton Avenuc 
London EC 2, England 


was made of five 





tion Study, 


Choosing a Consultant 





Get More for your Consulting 
Dollar 


More than 1300 consulting firms in the United States com 
pete for the privilege of solving management's problems—imn 
marketing, in pensions, in employe relations, wage administra 
tion, tax handling, records management and numerous other 
fields. Do YOU know how to select the right advisors for 
YOUR company? Once they are chosen, do you know how to 
work with them for best results? The Controlle rship Founda 


BUSINESS CONSULTANTS—THEIR USES AND LIMITATIONS 


gives the answers to these questions in its analysis based on 101 
interviews with OL r presentative companies in 25 cities. 

This report not only tells how to pick the right consultant 
but also how to preplan and keep in touch with each project 
until it is completed satisfactorily. Among major topics are 


Pertinent Facts About Consultants 
Why Do Companies Use Consultants ? 
Why Do Companies Avoid Using Consultants 


Ci tting a Good Job Done by the Consultant 


Especially valuable, users of this manual say, are the model 
letters of agreement and confirmation which it contains clarify 


ing and crystalizing the consultant-client relationship 


Get more for your per diem outlays. Order your copy today! 
Price $3.00. ($1.50 to members of Controllers Institute) 


CONTROLLERSHIP FOUNDATION, 


Research Arm of Controllers Institute 


ONE EAST FORTY-SECOND STREET, NEW YORK 17, N. Y 





INC, 











$33 Billion Total Forecast 
For Exports, Imports in '53 


Exports and imports of goods and serv 
ices valued at $33 billion for the year 1953 
are forecast by the Balance of Payments 
Group of the National Foreign Trade 
Council, the Council announced recently. 
Exports of military end-items financed un 
der the Mutual Security Program were ex 
cluded from the computation. 

Commercial exports during the current 


year will run somewhat less than in 1952 
or 1951, according to estimates of the ex- 
porters, importers, investors and bankers 
composing the Group. A decline in mer 
chandise exports of $700 million to a total 
of $121, billion is anticipated. 

Sales of American transportation and 
other services in the international market, 
plus income from American foreign in 


HOW COLD SOUP HELPED S. C. ALLYN 


That brilliant, eccentric genius, John H. Patterson, founder 
and architect of the monumental, worldwide National Cash 


Register Company, constantly exercised acute eyes and ears. 


Hearing uncommonly firm footsteps in the corridor one 
day, he remarked: ‘Any man who walks like that is intent 
on getting somewhere.” Investigating, he found the sharply 


planted heels belonged to a young employe who had already 
achieved considerable climbing, Stanley Charles Allyn. 
When the post of assistant comptroller of NCR became 
vacant, a member of an outside firm of accountants was 
named to fill it. Allyn, at the time, was working as an ac- 
countant, having joined the organization several years before. 


It was the custom of Mr. Patterson to ask a new executive 


to dine at his home and mect with other company officials. 
He, therefore, asked the new assistant comptroller and a 
number of other employes, including Allyn, to dinner. With 
Patterson, the social side was always subordinate to business. 


His dinners became company forums. 
In the midst of the dinner, Patterson, who was no re- 
specter of appetite, said to the guest of honor: ‘‘Please tell 


us something about yourself.’ 


The guest got up and began to talk. Suddenly he looked 
down at his place and said, ‘‘My soup ts getting cold.” 

With that remark, the new executive violated one of the 
major precepts of the Patterson code. He sealed his doom 


by being more concerned about his soup than his job. Mr. 
Patterson told him to eat his soup, by all means, but on the 
following day the position of assistant comptroller was va- 


cant 
young man sat down. 


as a matter of fact, it was vacant the moment the 


In a discussion of eligibles for the post, Allyn was recom- 
mended, and was made assistant comptroller. He was 25 
when he put his foot on the first rung of the executive ladder 
through this appointment. Within a year he was named 


comptroller. He became president at 49. 
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vestments, together with foreign travel 
and tourist expenditures on the United 
States side, are expected to reach $4.8 bil- 
lion. This figure, added to the estimate 
of merchandise exports, makes up the 
Group's grand total of $17.3 billion fore- 
cast in the field of exports of goods and 
SCrvices. 

Commercial imports are expected by 
the group to remain at about the same 
level this year as in 1952, but with some 
possibility of a slight decline. The esti- 
mate of 1953 merchandise imports was 
fixed at $11.3 billion, which, with foreign 
services purchased by Americans, includ 
ing travel and tourist expenditures abroad, 
make up an estimated $15.9 billion in im- 
ports of goods and services. This would 
bring the over-all total of exports and im 
ports to about $33 billion in 1953. 

The foreign trade forecasts were made 
in a report by the Group entitled “'Bal- 
ance of Payments—1953.” Subjects cov 
ered in some detail included Dollar Avail 
abilities; Dollar Utilization and Reserves 
A table under the heading “International 
Transactions of the United States, 1952 
and 1953,” presented in summary form an 
analysis of the balance of payments out 
look. 

Regarding dollar availabilities, the re 
port said that about $19.2 billion is ex- 
pected to be currently available to foreign 
countries during 1953 as a result of sales 
of goods and services to the United States, 
Government aid of $1.8 billion (exclu 
sive of strictly military aid), and other 
channels such as private remittances and 
net foreign investment. 

As to dollar utilization by foreign coun- 
tries, it was predicted that $17.3 billion 
would be directly used to buy goods and 
services, remit investment income to the 
United States, make interest payments on 
loans, etc. The residual surplus would be 
$1.9 billion. 

By itself this net figure, however, can 
cover substantial transactions in gold and 
foreign capital transfers as well as repre 
sent errors and omissions. In general, it is 
agreed that foreign countries on balance 
will attempt to continue rebuilding their 
gold and dollar reserves during 1953. 

This view is reflected in the estimate 
reached for 1953 commercial exports. Set- 
ting errors and omissions at $400 million 
as in 1952, some $1.5 billion are left to 
be allocated to an increase in foreign re- 
serves and gold. 

The major question here is whether for- 
cign countries will pursue their restrictive 
policies this far or will at some point ease 
exchange and import restrictions, thus al- 
lowing a higher level of United States 
commercial exports. 





Timely CCH i 


Federal 
BANKING LAW REPORTS 


Geared to today’s needs, the swift regular issues of Federal Banking 
Law Reports provide authoritative aid for bankers and their counsel in 
complying with federal regulation and control of banking operations. 


Designed particularly for those charged with the effective 
direction of banking activities, the Reports afford prompt, depend- 
able, organized, and continuing coverage of statutes, amendments, 
regulations, interpretive rulings, forms, and analyses of relevant 
new legislative developments. 


Four Compilation Volumes provide a panoramic background 
of federal banking law, arranged alphabetically by topics for 
fingertip finding. Editorial notes explain complicated or disputed 
points, clarify difficult phases, indicate intent and meaning, and 
form a guide to the construction of each regulatory provision. 





CONDITIONAL SALE 
CHATTEL MORTGAGE REPORTS 


Here is the dependable Reporter for the man responsible for the sound 
handling of problems concerned with chattel mortgages, conditional sales, 
trust receipts, and related instruments. Its frequent, current issues keep 
subscribers abreast of everything pertinent—on both federal and state 
levels. For CCH's vigilant Conditional Sale—Chattel Mortgage Reports 
dispatch to subscribers the new laws and regulations, court decisions, 
attorney generals’ rulings, and the like in this field, as they ‘‘break’’. 


Within the unique framework of a uniform topical outline, 
all of the requirements relating to title-retention contracts—from 
the filing or recording to repossession and foreclosure—are de- 
tailed and fully explained in separate state divisions. Complete 
law texts are included for each state. Three loose leaf Compila- 
tion Volumes included without extra charge start subscribers off 
on the right foot. 








Federal 
SECURITIES LAW REPORTS 


Issue after issue, the fast, informative releases of Federal Securities Law 
Reports faithfully speed to subscribers the last word, the latest develop- 
ment of interest and importance in the highly technical area of federal 
regulation and control of the securities business. 


This full-scale reporting—basic statutes, accounting requirements, 
SEC regulations, annotated explanations, forms, court and Commission 
decisions—constantly reflect the changing ‘‘rules of the game"’ for the 
federal securities control law specialist, all organized for fast, sure use. 
Four encyclopedic Compilation Volumes give a clear-cut picture of every- 
thing on federal securities law from the beginning down to date. 
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LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 


Newark, N. 7. 


The Fifth Anniversary of the founding 
of the Newark Control of Controllers In 
stitute was festively observed with a din 
ner dance given at the Mayfair Farms in 
West Orange, New Jerscy on the evening 
of April 17. In the photograph to the 
right those who have served as presidents 
of the Control during the five years of its 
existence are gathered with their wives 
(Reading from left to right around the 
table) George E. Hallett, controller of 
Fung-Sol Electric Inc., Newark, president, 
1950-1951; Mrs. Hawthorne; P. L. Prox 
ter, president of Co-operative Industries, 
Inc., Chester, New Jersey, president 


THE CONTROLLER. 


Columbus, Ohio 


The group in the photograph to the left 
were making plans, as the photographer 
arrived, for the observance of the fifth an- 
niversary of the Columbus Control of 
Controllers Institute of America, sched- 
uled at a luncheon meeting held at the 
Ohio Union—the Ohio State University 
on Friday, May 22. The members of the 
Columbus Control pictured include (left 
to right) Hermann C. Miller, chairman of 
the Department of Accounting, The Ohio 
State University; Charles A. Kuntz, comp- 
troller, The Ohio State University; James 
R. McCoy, professor of accounting, The 
Ohio State University and Charles P. 
Clark, chief accountant, Julian & Kokenge 
Company. Mr. Kuntz was president of the 
Columbus Control during 1951-1952 and 
Mr. Clark is currently serving as president. 


1949-1950; Mrs. Hallett; Oliver A. Gott- 
schalk, vice president and comptroller of 
the Lehigh Warehouse & Transportation 
Company, Newark, president, 1952-1953; 
Mrs. Procter; Robert L. Dickson, control- 
ler of Walter Kidde & Co., Inc., Belleville, 
New Jersey, president, 1951-1952; Mrs. 
Gottschalk; F. G. Hawthorne, secretary 
and treasurer, Weston Electrical Instru- 
ment Corporation, Newark, president, 
1948-1949; and Mrs. Dickson. 


In the picture to the left, an informal 
group turned to face the camera while giv 
ing a toast to the Control's future. 

The Newark Control was the 37th Con 
trol to be granted a charter by the Institute 
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Neu York City “TONIGHT WE HONOR 

At a meeting on May 6, the New York City Control of Con 
trollers Institute honored five former national presidents of the 
Institute—all members of that Control. Special plaques com 
memorating their services on both the national and local levels 
were presented by Harold H. Scaff (right), president of the Con 
trol and vice president of Ebasco Services, Inc., New York. Left 
to right, the past presidents were John H. MacDonald (1946 

), formerly vice president and treasurer, National Broadcast 


Bostou 


Arthur Fiedler will conduct the 
Orchestra in true 


National 


following the buffet 


Pops : 


the 22nd Annual 


Controllers Institute, 
supper in the ballroom on September 


Plans for the 
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New England area 


by members of the Boston Control 
the general chairmanship ot 


Wallis, 


ufacturing Co. In the photo below, taken 


at a meeting of the 
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“SPECIAL BILLING” 


2nd Annual 
Controllers 

first ever to be 
are being devi 


assistant treasurer 


Executive 


ing Company and now a partner of Rogers, Slade & Hill; Vin 
cent Ross (1950-51), vice president and treasurer, Prentice-Hall, 
Inc.; John A. Donaldson (1941-42), formerly vice president 
and treasurer, Butler Brothers, Inc., Chicago, and now vice presi 
dent-finance, Bigelow-Sanford Carpet Co.; and Daniel J. Hen 
nessy (1933-34), who is now serving as president of Jamaica 
Water Supply Company, Jamaica, New York. T. ¢ McCobb 
(1942-43), who served as president 1942-43, formerly comp 
troller, Standard Oil Company (N. J.), and now in retirement 


was unable to attend 


Seated—-Robert A 
The Gillette Co.; Alvin F. Lundberg, United 
Carr Fastener Corp.; Donald H. Dalbeck, 
Reed-Prentice Corp. (president, Boston Con 
Robert N. Wallis; Paul Haase, 
ant managing director, Controllers Institute; 
Frederick L. Patton, Cambridge Rubber Co.; 
ind G. E. Perino, New England Mutual Life 
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- Victor A. Davis, John 
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Robert N Co.; Burdette A. Johnson, NEGEA Service 
Dennison Man-  Corp.; T. R. Peary, Pacific Mills; D. 1 
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LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 


THE CONTROLLER 


Los Angeles 


Moments of relaxation at the Pacifx 
Coast Conference of Controllers Institut 
of America were enjoyed on Friday eve 
ning, May 1, at a dinner dance in the Co 
coanut Grove at the Hotel Ambassador 
The tables pictured to the left are three of 
the many occupied by members and wives 
during the “break’’ between sessions of 
the highly successful conference sponsored 
by the Los Angeles Control. 

In the top picture, the Institute’s na 
tional president, Edmund L. Grimes, and 
Mrs. Grimes are seated in the foreground 
at the table. The Institute’s Board chair 
man, Charles Z. Meyer, and Mrs. Meyer 
are respectively fourth and third at the 
left-hand side of that table. 

In the center photo, the general chair 
man of the conference, Clarence Rees, is 
gathered with a party of members from 
western Controls of the Institute. Mr. Rees 
is fourth on the left, with Mrs. Rees at his 
right, seated next to Past National Presi 
dent Wm. Herbert Carr. Directly opposit: 
Mr. Rees is Rudolph Ostengaard, financ 
chairman of the Pacific Conference. 

In the lower photograph, President 
Harry Lange of the San Francisco Control, 
second on the left, and Mrs. Lange (on his 
left) made up a party containing members 
from the San Francisco and Seattle Con 
trols 


New York City 


Harold H. Scaff, vice president, Ebasco 
Services, Inc., New York, has accepted 
appointment as 
chairman of the 
Committee on 
Federal Taxa- 
tion of Control- 
lers Institute of 
America, accord 
ing to a recent 
announcement 
by Institute Pres- 
ident Grimes. 
Mr. Scaff, who 
served as Vice 
chairman of the 
Committee during the current year, suc 
ceeds Rowland R. Hughes, whose appoint 
ment as assistant director of the Federal 
Budget, was announced in the May tssuc 
of THE CONTROLLER. Mr. Hughes had 
held the post of vice president of the Na 
tional City Bank, New York. 

Currently serving also as president of 
the New York City Control of Controllers 
Institute, Mr. Scaff is likewise a member 
of the Institute's National Committee on 
Management Planning and Control. 


MR. SCAFF 
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Rising Composing Room Costs 
Studied by Newspaper Controllers 


EALISTIC COST ACCOUNTING is the best 
R prescription for rising composing room 
costs, according to a report prepared for 
the Institute of Newspaper Controllers 
and Finance Officers by Prof. Poynter Mc 
Evoy, Assistant Professor of Journalism at 
Indiana University. Entitled “The Need 
for a New Look at Rising Composing 
Room Costs,” the report points out that 
higher wages and lower production per 
man have run hand-in-hand since 1945 
This has led to charges of a “‘slow-down 
on the part of printing personnel, the re 
port observes, but management may be 
also to blame. The impact of changing 
conditions, tighter pages, smaller adver 
tisements containing more text and day 
to-day composing room controls should 
be examined cost-wise, Prof. McEvoy de 
clares. 


COMMON DENOMINATOR 


“There is need for a common denomi- 
nator in measuring composing room 
costs,” the INCFO report advises. “Page 
costs are computed in different ways by 
various newspapers, such as ‘payroll in 
hours,’ ‘payroll in money’ and ‘pages.’ 
Comparisons between newspapers there- 
fore become dangerous, because these fig- 
ures have different meanings. What we 
need is a page cost which accurately re- 
flects expenditure of labor hours and 
money. Even that would require further 
analysis before it can be used to measure 
relative production per man.” 

Changes in deadlines, copy flow, copy 
cutting practices and other local customs 
have a direct bearing upon costs and upon 
production per man, the author indicates. 
Manpower needs are also affected by 
changes in time clements. For example, 
the one-edition newspaper enjoys a cost 
advantage over the one with several edi 
tions. Because of this, the report contends, 
the hours available to complete the first 
edition will probably determine the rela- 
tive efficiency of a newspaper plant. 


OUTSIDE JOB WORK 


“Nonnewspaper work may also be a 
factor in larger composing room opera- 
tions,’ the study maintains, “but this re- 
quires local definition.’ Some newspapers 
[ outside job work; others charge work 
on a Sunday magazine section as non- 
——— work. In some extra 
proofs for advertisers are considered in 
this category. 

“Outside economic pressures, such as 
newsprint cost and supply, are sometimes 
to blame. When they lead to ‘tightening 
up’ the average page, for instance, the 


¢ 


CaSCS 


printer receives less credit for doing the 
same—or more—work. He may work just 
as fast, but unit costs still jump if the 
newspaper crowds more lines into avail 
able spaces 

“The problem is how to evaluate these 
pressures, to determine their effect upon 
costs.’’ One newspaper's cost analysis, re- 
ported in the study, showed no actual 
change in production per hour over the 
past 13 years. Analysis in other cases 
might have a different result, the author 
concedes, prescribing three steps to fol 
low in checking costs and trends: 

1. Establish definitions of pages and of 
labor hours that will fit local conditions 
Decision must be made on handling of 
published pages, overflow and overset, 
based on available records and local prac 
tices. 

2. Select an adequate survey period. A 
study based on individual weeks may be 
too detailed to show long-term trends 
The calendar quarter is recommended for 
long-term analysis, because each quarter 
Crosses peaks, and fluctuations have a 
rounding off effect 

3. Determine a_ basc 


period against 


which all calculations can be made. This 
can be the average of any reasonably 
“normal” period from 1935 
through 1940, but should embrace 12 
consecutive quarters of fairly satisfactory 
costs. Minutes per page should be com 
puted in as much detail as payroll data 
will permit, and the “average page” for 
each period should be determined in order 
to calculate the effects of changes in the 
amount of work to be done per page 


selected 


MINUTES PER PAGE 


‘Changes in minutes used per page 
by composing room departments,” the 
INCFO report points out, “when corrected 
for composition changes which make the 
page harder or easier to set, give a fairly 
good picture of the net slow-up or speed 
up of production. Minutes per page can 
be projected into man days for a mor 
realistic analysis. 

Nonmembers of the Newspaper Con 
trollers Institute may obtain a copy of the 
report (price $5.00) by writing to INCFO 
headquarters, 230 West 41st Street, New 
York 36, N. Y. 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


CHARLES B. LUNSFORD (#1706-1940), 
auditor, Equitable Life Assurance Society 
of the United States, New York, has been 
appointed controller. In his new position 
Mr. Lunsford will retain all of the duties he 
previously has performed as auditor includ 
ing accounting, auditing and control func 
tions for the Society and in addition will 
maintain the budget system for depart 
mental expenses. 

Mr. Lunsford joined the Society in St. 
Paul, Minn., after completion of his Ph.B 
requirements at the University of Chicago 
in 1925. After a year he transferred to Chi- 
cago and in 1928 went to the home office 
in New York. He was named auditor in 
1940 

Mr. Lunsford served as a National Di 
rector of Controllers Institute, 1944-1947, 
and was the chairman of the business show 
of the 20th Anniversary Annual Meeting 
of the Institute, 1951. He has been active in 
committee work in the Life Insurance Asso 
ciation, American Life Convention, and Na 
tional Association of Cost Accountants 


WILLIAM B, ALEXANDER (#5806-1952 ) 
treasurer, The Fidelty Trust Company, Bal 
timore, Md., has been appointed vice presi 
dent and controller 


GEORGE S. DIvELy (#1527-1939), presi- 
dent of Harris-Seybold Co., Cleveland, Ohio, 
was recently 
namedtothe 
Board of Direc- 
tors of the War- 
ner & Swasey 
Company, Cleve- 
land. Mr. Dive- 
ly’s activity in 
association work 
includes vice 
chairman of the 
Council for Tech- 
nical Advance- 
ment of the Ma- 
chinery & Allied 
Products Insti- 
tute, chairman of the National Metal Trades 
Association's Educational Committee and 
past president of the Cleveland Branch, and 
a member of the National Association of 
Manufacturers’ Industrial Problems Com- 
mittee. 

He is also vice president of the Educa- 
tional Council of the Printing Industry of 
America and past president of the Cleve- 
land Control of Controllers Institute 


MR. DIVELY 


G. J. MALONE (#3751-1946), comptrol- 
ler, Fairbanks, Morse & Co., Chicago, Ih- 
nois, has been elected vice president and 
comptroller of the company. 
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ROWN CAR LEASING CORP. 
Affiliate of Monarch Buick Co., Inc. 
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Important Features 
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No Capital Investment Nec- 
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Lubrication, Repairs, License 
Plates included in monthly 
rental. 
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DONALD M. MAGorR (#869-1936), vice 
president and controller, York Corporation, 
York, Pennsylvania, and CLARENCE W. 
SNYDER (#3548-1946), controller and as- 
sistant secretary, John A. Roebling Sons 
Corporation, Trenton, New Jersey, were 
among the speakers at the Mid-Atlantic 
Regional Cost Conference held in Baltimore, 
Maryland, on May 1-2. Mr. Magor dis- 
cussed “Profit Planning and Control Adapted 
to Volume Changes” and Mr. Snyder's sub- 
ject was “Accounting Treatment of Fixed 
Costs for Management Use.” 


HENRY L. MAGGIOLO (#2402-1943 ), Com- 
bustion Engineering, Inc., New York, and 
C. M. AHEARN (#3446-1945), The Col- 
orado Fuel and Iron Corporation, New 
York, served as co-chairmen of a Financial 
Seminar conducted by the American Man- 
agement Association, April 29-May 1, on 
“The Role of the Financial Executive in 
Labor Management Relations.” Mr. Mag- 
giolo also addressed a class at Rutgers Uni- 
versity, New Brunswick, New Jersey, re- 
cently on the subject of “Management 
Problems in the Nearby Future.” 


EpWARD J. GREAVES (#2471-1943), for- 
merly controller of the Orange Memorial 
Hospital, Orlando, Florida, is now comp- 
troller for the City of Orlando. 


A. G. LiInpQuistT (#2646-1943), secre- 
tary and comptroller, Gardner-Denver Co., 
Quincy, Ill., has been elected a director of 
the company. 


Rocer I. Prippte (#5181-1951) has 
joined Grand & Toy Limited, Toronto, On- 
tario, Canada as comptroller. Mr. Priddle 
was formerly assistant secretary-treasurer 
of John Wood Company Limited of the 
same city. He received his accounting de- 
gree while on the staff of Price, Waterhouse 
& Co. During World War II he served in 
the R.C.N.V.R. and after discharge spent a 
year in Europe in the financial administra 


tion of U.N.R.R.A. 


JAMES A. DISMUKE (#5532-1952), vice 
president and comptroller, Valley National 
Bank, Phoenix, Arizona, was recently ap- 
pointed to the newly created post of vice 
president and cashier, following the retire- 
ment of Hopart W. FAULKNER, Cashier, on 
March 31. Mr. Dismuke will continue to 
supervise the activities of the comptroller’s 
department. 

Mr. Dismuke joined the bank as clerk in 
the collection department in 1926. A year 
later he became a teller in the note depart- 
ment. He was promoted to auditor in 1934, 
and in 1938 was named comptroller. In 
1948 he became vice president. 

He is currently serving as secretary-treas- 
urer of the Phoenix Control of Controllers 
Institute and was recently elected president 
of the Phoenix Clearing House Association. 


GoRDON E. MCcINTyRE (#4928-1951), 
chief accountant, Norton Company of Can- 
ada, Ltd., Hamilton, Ontario, Canada, re- 
cently assumed the duties of controller of 
the company. Mr. McIntyre is currently 
secretary of the Hamilton Control of Con- 
trollers Institute. 
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CLAUDE W. Hupp (#429-1935 ), president 
of the Louisville Control of Controllers In- 
stitute of Amer- 
ica, Was commis- 
sioned a Ken- 
tucky Colonel at 
the Control's din- 
ner meeting at the 
Kentucky Hotel 
recently. Robert 
Allphin made the 
presentation to 
Mr. Hupp for 
services to the 
Commonwealth 
with ‘‘all the 
rights, privileges 
and responsibili 
ties there unto appertaining to a Colonel on 
the staff of the Governor of Kentucky 
Mr. Allphin is Commissioner of Revenue 
of Kentucky and, at 32, is the youngest man 
ever to hold that post. Colonel Hupp is con 
troller of Glenmore Distilleries Company, 
Louisville, and was a founder of the Louis 
ville Control in 1942 


Conway 


MR. HUPP 


A. J. AMMON (#2647-1943), vice presi 
dent and comptroller, American Book-Strat 
ford Press, Inc., New York, addressed the 
graduating class in business administration 
of the Stevens Institute of Technology on 
April 13. His subject was “Application of 
Accounting Methods in the Determination 
and Control of Costs.” On March 30 Mr 
Ammon participated in a forum discussion 
on “Control of Indirect Costs’ before the 
Brooklyn Chapter of the National Asso 
ciation of Cost Accountants. Mr. Ammon 
is a director of the New York City Control 
of Controllers Institute of America. 


M. M. SCHRATZ (#715-1936), controller 
of Aluminum Company of America, Pitts- 
burgh, Pa., has 
been elected to a 
newly created 
vice presidency 
Associated with 
ALCOA for more 
than 43 years, 
Mr. Schratz 
started as a 
voucher clerk in 
ALCOA's New 
Kensington, Pa., 
othce, where he 
remained until 
ALCOA’ s gen 
eral Were 
moved to Pittsburgh in 1912 

Early in 1920, he became chief clerk to 
the auditor. Fourteen years later, he was 
appointed auditor. He was made controller 
in 1947. In addition, he has served as an of 
ficer and director of a number of ALCOA’s 


MR. SCHRATZ 
ottices 


subsidiaries 


GLEN B. MILLER (#41896-1950) has been 
elected a director of Allied Chemical & Dye 
Corporation, New York. He had been vice 
president and comptroller of the company 
FRANK L. LINTON’ has_ been appointed 
comptroller 


EpWARD S. REpDDIG (#2930-1944), vice 
president-finance, White Motor Co., Cleve 
land, Ohio, has been elected to the Board 
of Directors of the company. 
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ALEXANDER QO. CUSHNYyY has been elected 
vice president in charge of finance of Na 
tional Distillers Products Corporation, New 
York. Mr. Cushny, who has been 
troller of the corporation for 19 years, has 
been succeeded by MARK J. DEVANEY as 
comptroller 


comp 


(#158-1932 ) 
Smelting 


Howarpb L. GOODENOUGH 
assistant comptroller, American 
and Refining Company, New York, has 
been elected comptroller to succeed E. ¢ 
CORSON (#864-1946). who has retired. Mr 
Goodenough has been with the company 


since 1937 


ARTHUR L. BOSCHEN (#2225-1942) 
elected a vice president of Vick Chemical 
Company, New 
York, at a recent 
meeting of the 
Board of Direc 
tors. Mr. Boschen 
joined Vick in 
1935 and has been 
comptroller ot 
the company 
since 1943. He 
will continue to 
hold that 
tion 

He is a mem 
ber of the na 
tional Board of 
Directors of Controllers Institute and vice 
president of Region II, He served as presi 
dent of the New York City Control from 
1947-1948 and as chairman of the National 
Executive Committee of the Institute, 1951 
1952. 


Was 


Irving A 


post 


MR. BOSCHEN 


J. L. Freep (#301-1934) has been elected 
vice president and comptroller of H. I 
Green Co., Inc r New York 
Lester E. REYNOLDS (#3404-1945) was 
recently elected vice president and treasuret 
of the Connecti 
cut Light and 
Power Company, 

Hartford, 
necticut, succeed 
ing PaAuLR 
FLEMING, whore 
tired on June 1 
after being asso 
with the 
since 


( on 


ciated 
company 
1940 

Mr. Reynolds 
has been with the 
company since MR. REYNOLDS 
1921. In 1925, he 
was made traveling auditor 
chief traveling auditor. In 1937, he was aj 
pointed auditor and assistant treasurer and 


and in 192 


was elected comptroller in 194 

He has 
utility 
pacities on committees of the Edison Electri 
Institute and American Gas Association. He 


been active for many years i 


Organizations, serving im various Ca 


was national section chairman 


tor AGA and at present is a member of the 


accounting 


AGA accounting section managing commit 
vice Chairman of EEDs cor 
system of 


tee. He ts also 
mittee on uniform 
served as treasurer of the Hartford Contro 
of Controllers Institute, 1952-1953 


accounts. He 
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GET 17 DONE! 


QUICKER and CHEAPER 
with 


XEROX 


Copying Equipment 


MULTIPLE 


MASTER COPIES 


From original to multiple copies 
1M THREE MINUTES 


with xerography and offset duplicating 


Offset paper masters of office forms, 

memos, engineering drawings, data, 

specification sheets, etc. are made by 

xerography in less than three minutes 

Multiple copies are then run off on 

offset duplicators. This combination 
offers the quickest and most economi 
cal method used by hundreds of large 
and small businesses. 

Because it is a dry, direct positive 
copying process requiring no inter 
mediate negative, xerography elimi 
nates darkroom, chemicals, fumes, fuss 
and muss. Get it done quicker and 
cheaper with xerography. 

Write for case histories showing 
9 how all types of companies are saving e 
time and money with xerography. 


THE HALOID COMPANY 
53-181 HALOID ST. 
ROCHESTER 3, N. Y. 
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Cuirrorp A. HILL (#848-1936), control- 
ler of Neville Island branch, Dravo Cor- 
poration, Pitts- 
burgh, Pa., has 
been elected treas- 
urer of the com 
pany. Eowarp T 
FITCH was named 
controller to suc 
ceed Mr. Hill 

Mr. Hill, after 
graduation from 
Pennsylvania 
State 
1923, 
sistant auditor of 
Dravo in 1929 
He was elected 
controller in 1944. He is also a director of 
Union Barge Line Corporation and its sub 
sidiary, Southern Transfer Company; secre 
tary and director of Fullerton-Portsmouth 
Bridge Co.; and secretary of Dravo-Doyle 
Company 

Mr. Hill is a past president of the Pitts 
burgh Control of Controllers Institute and 
a member of American Institute of Ac 
countants and the Pennsylvania Institute of 
Certified Public Accountants 


College in 
became as 


MR. HILL 


V. LEONARD HANNA (#5482-1952), for 
merly controller, International Textbook 
Company, Scranton, Pa., 1s now assistant 
treasurer of Allied Products Corporation, 
Detroit, Michigan 


Ropert A. PATTEN (#3385-1945)  re- 
cently severed his connections with John P. 
Darmody & Co., Boston, Mass., to form a 
new association with Robert J. Henley, CPA, 
to be known as Patten & Henley, certified 
public accountants, in the same city. 


DeOt1s LORING MARLETT (#2778-1943 ) 
was recently elected vice president and gen- 
eral manager of the Dicalite and Perlite Di 
visions of Great Lakes Carbon Corporation 
of Los Angeles. Mr. Marlett has been execu- 
tive assistant to the vice president and gen 
eral manager since February 1952 


Obituary 


Raymond Beeny, secretary and treasurer of 
Alabama Gas Company, Birmingham, Ala 
bama, died following a heart attack on 
April 10, 1953 at the age of 55. 

Mr. Beeny joined the utility company in 
1940, after being affiliated with Federal 
Water Service Corporation, New York, as 
general auditor, and California Water Serv 
ice Company, San Francisco, as secretary 
and treasurer, during the years 1927-39. He 
was member #217-1933 of Controllers Insti- 
tute of America. 


Leroy I. Day, district controller of the 
Southern Division of the Borden Company, 
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Houston, Texas, died of a heart attack on 
March 21, 1953 at the age of 64. 

Mr. Day, a CPA (Texas), joined the 
Borden organization after serving as audi- 
tor with Peat, Marwick Mitchell & Co. from 
1917-1920. He was member #4799-1949 of 
Controllers Institute of America and at the 
time of his death was serving as a director 
of the Houston Control. 


J. H. Deinlein, secretary and treasurer of 
the Pusey & Jones Corporation, Wilming- 
ton, Delaware, died on March 7, 1953. He 
was 59. 

In 1918 Mr. Deinlein joined the Balti 
more Dry Dock and Shipbuilding Company, 
Baltimore, Md., as general auditor of the 
company and its subsidiary, The Curtis Bay 
Towing Company. In 1924, he was elected 
assistant secretary and assistant treasurer 
of the Wisconsin Public Service Corpora- 
tion, Milwaukee, Wisconsin, and ultimately 
became secretary and treasurer. In 1936 he 
came east to become representative of the 
Wisconsin Securities Company of Delaware, 
whose Eastern Group comprised The Pusey 
& Jones Corporation, The Curtis Bay Tow- 
ing Company, The Curtis Bay Towing 
Company of Pennsylvania, Donaldson Tow- 
ing and Lightering Company, and Baltimore 
Towage & Lightering Company. He was a 
director of these companies as well as sec- 
retary and treasurer. He was secretary and 
treasurer of Aquaterra Company (Dela 
ware). 

Mr. Kendall held membership certificate 
#3612-1946 in Controllers Institute of 
America. 


Callender Fayssoux Hadden (#4104-1947), 
president of the Standard Supply & Hard- 
ware Co., Inc., New Orleans, Louisiana, 
died on February 7, 1953 at the age of 68. 

Mr. Hadden, who joined Standard in 
1910, served as secretary from 1911-1922 
and as secretary-treasurer from 1922-1941, 
when he was elected executive vice president 
and treasurer. He was a director of the 
company from 1922. 


Harold H. Kendall, president of the De 
troit Creamery Co., Detroit, Michigan, died 
on April 16, 1953 at the age of 60. 

Mr. Kendall had been with his company 
for 30 years, serving as vice president and 
controller prior to being named president. 
He was affiliated with National Dairy Prod- 
ucts Corp., New York, from 1929-1932 as 
assistant to the comptroller and from 1922- 
1929 was assistant comptroller of Eastern 
Dairies, Inc., Springfield, Massachusetts. He 
was a member of the operating committee 
of the National Dairy Products Corpora- 
tion. Mr. Kendall held membership certifi- 
cate #1764-1940 in Controllers Institute of 
America. 


John A. Snyder, Sr., treasurer and member 
of the Board of Directors of Bayuk Cigars, 
Inc., Philadelphia, Pa., since 1941, died in 
the Atlantic City Hospital on March 4, 1953 
at the age of 61. 

Before joining Bayuk, Mr. Snyder was a 
partner in the Philadelphia branch of Price, 
Waterhouse & Company. He also was a di- 
rector of the National Drug Company of 
Philadelphia. He was a member of the 
American Management Association, Ameri 
can Institute of Accountants and Control 
lers Institute, holding membership certifi 


cate $2229-1942 





T. Coleman Andrews Elected to Ohio State's 


Accounting Hall of Fame 


Election of distinguished accountants to 
the Accounting Hall of Fame (established 
in 1950) featured the banquet session of 
the Fifteenth Annual Institute on Account 
ing at Ohio State University, May 21-22 
The Institute is sponsored by the ‘Univer 
sity s College of Commerce and Adminis 
tration, in which Hermann C. Miller, 
CPA, is chairman of the Department of 
Accounting 

The new names installed in the Ac 
counting Hall of Fame for the year 1953 
were those of Arthur Andersen, T. Cole 
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man Andrews, Jos« ph Sterrett and Charles 
Sprague 

I. Coleman 
Va., Commissioner of 
Washington, D. ¢ 
of the American Institute of Accountants 
1950-1951, ts the first certified public ac 
Internal 


Richmond 
Revenue, 


Andrews of 
Internal 
, and a past president 


countant to head the Bureau of 
Revenue. In 1947, Commissioner Andrews 
also received an award given annually by 
the American Institute of Accountants ‘‘for 
outstanding service to the 
through service to the publi 
in Organizing and serving as first director 
of the Corporation Audits Division of the 
General Accounting Office 
Colonel Charles Ezra Sprague 
1912) was a teacher, soldier, accountant 
banker, and author of two 
classics, “The Philosophy of Accounts’ and 
The Accountancy of Investments.’ Colo 
nel Sprague was instrumental in drafting 
the New York CPA law, enacted in 1896, 
the first CPA law in the United States. He 
was an editor of The Bookkeeper (later 
American Counting Room) founded in 
1880 as the first publication of its kind in 
the United States. He was also instrumen 
tal in the founding of New York Univer 
sity’s School of Commerce, Accounts and 


profession 


for his work 


(1842 


accounting 


Finance. 

Arthur Edward Andersen (1885-1947 ) 
CPA (Illinois), senior partner in the na 
tional accounting firm which still bears 
his name, was widely known as a teacher 
author and “esaeior as Active in the pro 
fessional affairs of both the Illinois So 
ciety of Certified Public Accountants and 
the American Institute of Accountants, he 
was president of the former organization 
during 1918-1919, and a member of the 
AIA’s executive committee and Council 

Joseph Edmund Sterrett (1870-1934) 
CPA, partner in the firm of Price, Water 
house & Co., Philadelphia, from 1907 un 
til his death, held many positions in the 
United States Government, most of them 
in connection with tax legislation. He 
was president for two terms (1908-1910) 
of the American Association of Publi 
Accountants. From 1919-1922 he was 
treasurer of the American Institute of Ac 
countants and served for many years on 
and Council 
Hall of 


Geor fr« 


its executive committee 

Other names elected to the 
Fame in preceding years include 
Oliver May, Robert Heister Montgomery 
and William Andrew Paton, 1950; At 
thur Lowes Dickinson and Henry Rand 
Hatfield, 1951; and Elijah Watt Sells and 
Victor Hermann Stempf, 1952 

Among the spe akers at this years ses 
sions of the were Charles R 
Hood, chairman of the Board, Armco 
Stecl Corporation, Middletown, Ohio; Ed 


Institute 


mund L, Grimes, president of Controllers 
exccutlive Vice 
president and Commercial 
Credit Company, Baltimore, Md.; J. A 
Phillips, president of the American Insti 
Accountants; (¢ | 
president of the Institute of Internal Aud: 


Institute of America and 


controller, 


tute of Ghe squicr 
Thomas Leland, professor of ac 
counting at A.&M. College 
past president of the American Account 
ing Association; F. Kenneth Brasted, di 
rector of the Education Department, Na 
tional Association of Manufacturers; and 
James J. Mahon, Jr., partner, Lybrand 
Ross Bros. & Montgomery, Philadelphia 


tors; 


Texas and 
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Is depreciation 


“anybody’s guess?” 


@ Depreciation is an 
important and measur- 
able element in deter- 
mining costs, profits, 
and taxes. Through 
property analyses and 
remaining life studies, 
the factor of variance 
in measuring deprecia- 
tion may be reduced 


tO a narrow range. 
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RATES: $5.00 per inch or fraction there 
insertion. 50¢ eath additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 word 
number. Closing date 10th of preceding mont/ 


Address b 
TROLLER, One 
Yoru 17, N. ¥ 


jf each 


far box 


number replics to THE Con 
East Forty 
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Street New 


forwarded 


econd 





HELP WANTED 





ASSISTANT CONTROLLER 


For progressive midwestern manufacturer 
Age about 45. Prefer 10 years experience in 
manufacturing concern with part in super 
capacity. Knowledge of Spanish and 
accounting methods Excellent op 
portunity for man with proper qualification 
Salary $6,000 to $7,500. Write 
education and experience, Box 2056 


Visory 
de sire d 


KIViIng: ape 





SITUATIONS WANTED 





EXECUTIVE ACCOUNTANT 
Consolidation makes available chief account 
ant of multi-branch chemical concern. Inter 
pretive reporting, tax management, cost re 
duction, budgets, IBM Under five 
figures, Age 39, family Box 
2044 


systems 


N.Y .C 


areca 


CONTROLLER-TREASURER 


presently employed as controller—-member of 
skilled in finance, ac 
credits, and taxes 


CPA. Available 
Ww ill Box 


executive Commiuttec 
counting budgets 
Experienced administrator 


of consolidation 


costs 
because relocate 
2057 


TREASURER-CONTROLLER 
CHIEF ACCOUNTANT 


with cight years top Management experience 
17 years Progressive experience in cost gen 
eral accounting, taxes, budgets, credits. Man 
ufacturing and distribution, some multi-plant 
College graduate accounting major. Age 48 
Seeking controller responsibility or equivalent 
in Southeast or Southwest. Box 2059 


TREASURER-CONTROLLER 


Offers 22 years’ public accounting and multi 
plant business experience. Have specialized in 
IBM, etc., budgets, controls, taxe 
and administration, with heavy experience in 
insurance and pensions. CPA, MBA, age 48 


family, Box 2060 
EXECUTIVI 


Certified public accountant 


systems 


ACCOUNTANT 


member of state 


and national societies, seeks responsible posi 


tion in industry. Presently employed at 


large public ac 


Box 


high supervisory level in a 


Will 


counting firm relocate 2061 


EXECUTIVE ASSISTANT 
New York CPA (member AIA and NACA) 
offers 15 years public and private accounting 
experience——virtually all of which has in 
volved listed corporations, Specialized fields 
taxes, government contracts, SEC re 
financial and cost 


include 
analysis, Uni 
accounting thre 
study in fields of eco 
relations 


quirements 
graduate in 
graduate 


versity with 
years recent 
taxes, finance 
ting. Age 36 with three 
Desires opportunity as assistant to 
Box 2062 


nomics industrial 


and mark married 
« hil Ire n 


financial or accounting officer 





NOTE: Tie ContRoLien reserves the right to 
cepl, resect or censor classified copy and takes no re 
sponsibility for the people contacted through this col 


umn nor does it guarantee any item bought or sold 


Corporations’ Growing Role in World of 
Higher Education Held 


The growing role of big business in the 
world of higher education today was 
termed ‘‘very significant” recently by Pres 
ident A. Whitney Griswold of Yale Uni 
versity. In his annual report to Yale 
tlumnt, he declared that American corpo 
rations within their power to 
bring about a dramatic improvement in 
the financial fortunes of our colleges and 
universities, particularly our private col 


have it 


leges and universities.” 


TODAY'S TRENDS 
The report lists ten “hopeful signs” of 
corporate interest in higher education: 


1. The growing number of business and 
industrial executives who have espoused 
the cause of corporate support for higher 
education, 

2. The rapidly expanding literature on 
corporate participation in higher educa- 
tion. 

3. The fact that by January 1952, a 
total of 26 states had enacted legislation 
permitting corporate giving. 

i. The spreading corporate practice of 
establishing charitable foundations and 
trusts, such as the Ford Motor Company 
Fund and the H. J. Heinz Company Foun- 
dation. 

5. The progress being made by the Na 
tional Fund for Medical Education. '“Th« 
potential importance of this Fund,” said 
President Griswold, “is great not only to 
the field of medical education but, as an 
example, to higher education in general.’ 

6. The Ford Motor Company's scholar 
ship program for children of its employes, 
and others like it. 

7. The Yale scholarship recently estab 
lished by Sargent and Company of New 
Haven, which, said President Griswold, 

represents a growing trend of corporate 
support for higher education on a local 
basis.”’ 

8. The fact that, whatever the size of 
their contributions to the private colleges 
and universities, ‘our corporations are cut 
rently giving to charity eight times as 
much as they gave before the war.” 

9. The consensus among both corpora 
tion executives and stockholders, ‘‘as at- 
tested by numerous studies, interviews, and 
polls, that education should and will re 
ceive a larger share of corporate earnings, 
not only through scholarship programs but 
also through direct grants.” 

10. The founding in New York of the 
Council for Financial Aid to Education, 
Inc., to promote a better understanding by 
corporations and other organizations, and 
the public, of the substantial contribu 
tion which higher education has made and 
is making to the effectiveness and to the 
development of the country. 


Very Significant’’ 


The Council, he said, also is attempting 
to secure recognition of the importance to 
American business and to the nation as a 
whole of obtaining adequate financial sup- 
port of higher education in this country 


THREE AIMS 

Summing up this portion of his report, 
President Griswold stated: 

‘Notwithstanding the legal barriers to 
more substantial corporate giving, which 
are now under study and in test litigation, 
three things seem clear. 

‘One ts that our corporations have it 
within their power to bring about a dra 
matic improvement in the financial for 
tunes of our colleges and universities. 

“The second is that there is a disposi 
tion on the part of both corporation ex 
ecutives and stockholders to do exactly 
that. 

“The third is that this disposition must 
be galvanized by intellectual conviction 
before it becomes policy and practice.” 


Toledo Controllers 
Honor Two Students 


Two young men voted outstanding sen 
ior business administration students at 
Bowling Green State University and the 
University of Toledo were honored on 
April 9 by the Toledo Control of Con 
trollers Institute at their annual education 
dinner meeting held on the Bowling Green 
State Campus. 

Elmer Stonehill (BGSU) and Elvin J. 
Mattson (TU) received scrolls of recogni 
tion from E. A. Seffing, controller of Day 
brook Hydraulic Corp., Bowling Green, 
and education chairman of the Toledo 
Control. 

H. E. Bremforder, assistant treasurer of 
A. P. Parts Corporation, Toledo, and pres 
ident of the Control, gave a brief talk on 
the “History, Objectives and Purposes ot 
Controllers Institute of America’ which 
was followed by a panel discussion on 
“Developing Men for Controllership, 
presented by Control members William A 
Marshall, secretary-treasurer of the Toledo 
Edison Co.; Frank S. Slick, controller of 
the Ohio Oil Co., Findlay; Gordon A 
Roth, assistant treasurer of the Willys 
Overland Motors, Inc.; and Philip D 
Kaser, assistant treasurer and controller of 
the Commodore Perry Co., Toledo. Mr 
Setfing acted as moderator. 

Guests attending the presentation in 
cluded C. K. Searles, dean of the College 
of Business Administration at TU, and 
B. L. Pierce, dean of the Business Admin 
istration College at BGSU. 
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IT DOES THESE JOBS 
a“ a e ° —AND MORE! 
Culkin speed... bulléin tate Accounts Receivable 
" ‘ Accounts Payable 
Material Records 
Wage Accrual Records 
Payroll Records * Cost Records 
Factory Ledger 
General Ledger 





CHANGE JOBS INSTANTLY 


Change jobs with a turn of the 
job selector knob. Any four ac 
counting operations controlled by 
one sensing panel, Any number of 
panels can be used, so there's no 
limit to the number of accounting 
jobs a Sensimatic will do. 


hs Sousimatlio 


acH! 


Speed and ease are inseparable in a Sensimatic because high 
productivity is built right into the machine. The sensing panel or 
“mechanical brain” directs the machine swiftly and automatically 
through every figuring operation and carriage movement. 


Because of this, there’s less for the operator to learn and to do. 
Every operator function has been simplified to require minimum 
No th f; / effort. Even the insertion and alignment of forms has been 
W ere ate Ive ° made so easy that important amounts of time are saved tn this 
one part of the work alone. It will be to your advantage to 


Sensimatic 500 with 19 totals 
see a Sensimatic in action. At the very least, you'll have 


Sensimatic 400 with 9 totals 
Sinuteinntte Stih welts OU addi a new basis for judging accounting machine performance. 
Sensimatic 200 with 5 totals A Burroughs representative will be glad to arrange 
Sensimatic 100 with 2 totals a demonstration at your convenience. You'll find 

Burroughs listed in the yellow pages of your 

telephone book, or write Burroughs Adding 

Machine Co., Detroit 32, Michigan 


WHEREVER THERE'S BUSINESS THERE'S 





save us $82,000 a year... 


repay their cost every 11 months 


‘Our 18 National Accounting and 
Payroll Machines save us $82,000 a 
year. This means they repay their 


cost every 11 months. 


“In addition to these very impor- 
tant savings, we like the ease of 
operation with which National 
Machines handle our Payroll, Sales 
Distribution, Vouchers Payable, 


Writing Checks, Earnings Record 


—ZENITH RADIO CORPORATION, CHICAGO 


and Social Security Reports, Pre- 
Payroll of Accrual Cards, Account 


Distribution and General Ledger. 


“So you can see that we have 


every reason to be well pleased with 


our National System.” 


Vice-President and Treasurer 





No matter what the size or type of you 
business, National Machines soon pay for 
themselves, then continue to return a hand 
some profit, Nationals do up to *3 of the 
work automatically, (Operators are hap 
pier, too, because they accomplish their 
work more easily.) Your nearby National 
representative will gladly show how much 
you can save with National Machines 


Walional 


ACCOUNTING MACHINES 
ADDING MACHINES + CASH REGISTERS 


THE NATIONAL CASH REGISTER COMPANY, vayron 9, on10 





